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Physicians Combine Fee-for-Service 
with HMOPractice. 


Who says fee-for-service physi- 
cians must gird for combat against 
prepayment plan doctors? Today, 
more than 400 Illinois and Indiana 
practitioners are treating prepaying 
and postpaying patients side by side 
in scores of offices and hospitals, 
handling the prepayment share of 
their practices through a Chicago- 
based central office. 

Many of these physicians hope they 
can show colleagues and Government 
alike that here is a way to bring pre- 
payment honorably into the 
mainstream of American medicine, 
rather than treat it like a stepchild. 

The time seems right for broader 
trials of combined fee-for-service/ 
prepayment programs. Not so, 
though, a decade ago, when health in- 
surance carriers, notably Blue Cross 
and Blue Shield, either studiously ig- 
nored or vigorously opposed propos- 
als for outpatient coverage—and 
when the only big success in prepay- 
ment, Kaiser Permanente, was still 
smarting from years of blistering at- 
tack for its unorthodox style of 
financing medical service. 

‘‘Even before our dual operation 
got off the ground six years ago, the 
prepayment purists were sneering,”’ 
recalls Mervin Shalowitz, M.D., an 





Milton Golin produces a monthly 
newspaper for fee-for-service and pre- 
payment group physicians and is a 
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American Medical Association. 
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internist who is executive director of 
Intergroup. “‘Some Kaiser and group 
health people accused us of bastardiz- 
ing the prepayment movement by 
combining it with fee for service. Be- 
sides, they insisted, it could not work 
because physicians simply would not 
function both ways.’’ 

Despite the gloomy prognostica- 
tions, the Intergroup doctors are 
doing just that—and in the process 
improving professionally, education- 
ally, and economically, at a time 
when many of the federally defined 
prepayment-only programs known as 
health maintenance organizations are 
running into considerable trouble. 

To be sure, not all HMOs are under 
a cloud. In some areas, particularly 
California, where a number of newer 
HMOs have been forced to shut 
down, there are totally prepayment 
HMOs in operation that give service 
of high quality, maintain economic 
soundness and satisfy patients. Be- 
sides Kaiser, with its more than three 
million members and 3,000 physi- 
cians, these include the pioneering 
Ross Loos Clinic in Los Angeles and 
the Group Health Cooperative of 
Puget Sound in Seattle. 

These HMOs won good reputations 
as prepayment groups before Federal 
health planners passed the HMO Act 
in 1973. Now, at least six million 
people are enrolled in 180 prepayment 
medical groups around the country. 
Of these, only about 40 groups are 
qualified as HMOs. Contrast that with 
9,500 fee-for-service medical groups 
and their nearly 80,000 physicians 


who have some 600 million patient 
encounters annually. 

It is those 9,500 privately financed 
groups that Dr. Shalowitz views as 
the reservoir for the prepayment/ 
postpayment medical service = 
rangement set up in Intergroup’s 25 
multispecialty groups. A major step 
in that direction was taken last Oc- 
tober, when the 432-clinic American 
Group Practice Association adopted 
the policy that every member ‘‘be in- 
volved in a prepayment mechanism as 
part of their practice.’” Some AGPA 
members, such as Wisconsin’s 
Marshfield Clinic, already operate 
that way. 

Intergroup is a good example of 
how the system can work. 
Employees of the 50 firms par- 
ticipating in the Intergroup  pro- 
gram—Sears and Illinois Bell are 
among them, as well as insurance 
carriers like CNA Insurance —decide 
on one of the 25 participating medi- 
cal groups as a provider of prepaid 
care. The employer pays all or part 
of the premium, which averages $35 
a month for an individual and $110 
for a family unit. Premiums have 
risen 40 percent since 1972, reflecting 
inflation chiefly, but also expanded 
benefits. 

Copayment for an office visit is 
three dollars, for an after-hours visit 
or house call $10 and for maternity 
care $100. For prescribed drugs the 
patient pays $50 yearly, plus 20 per- 
cent of the remaining costs. There are 
no additional charges for hospitaliza- 
tion or specialist’s services. 








IS 


The individual physician has little 
need to change his routine because of 
the tie-in with Intergoup. He sees 
prepayers under the same appointment 
arrangement as other patients, and his 
fee from each prepayer is disbursed to 
him (through his clinic) as a monthly 
capitation, no matter how many of- 
fice, hospital, home, or emergency 
calls are involved, or even if there are 
none. 


Operations and financing 


As for the medical groups, each 
must meet stringent standards of qual- 
ity assurance, peer review, key spe- 
cialty representation, grievance pro- 
cedure, lab and x-ray availability, an- 
cillary services, home nursing care af- 
filiation, patient records, professional 
administration and medical direction. 
‘*We turn down more applying groups 


than we take in,’’ says Dr. Shalowitz. 
Before acceptance, he and staff ex- 
perts conduct several site inspections 
to confirm adherence to standards, 
and similar visits are made periodi- 
cally thereafter. 

Every provider clinic receives 
monthly computer printouts which 
show incurred dollar costs, hospital 
admissions and bed-days, and fre- 
quency and type of ambulatory care 
visits. On the basis of actuarial utili- 
zation estimates, Intergroup sets aside 
part of the prepayment premium for 
hospital expense; 95 percent of what- 
ever remains of this fund at the end of 
the year is returned to the medical 
group. Most of the 25 groups receive 
such a return, in a few instances 
amounting to $30,000 or more. 

“It is not a bonus, not a payoff, not 
a monetary inducement to shorten 


hospitalization,’’ emphasizes Dr. 
Shalowitz. ‘‘It is a dividend from a 
shared-risk fund. We probably give 
back more money than any HMO in 
the country.’”’ 

Dr. Shalowitz considers the term 
‘“‘health maintenance organization”’ a 
misnomer: ‘‘I especially dislike the 
second word because you cannot 
‘maintain’ anything over which you 


have no control.’’ Nevertheless, after | 


more than five years of operation, In- 
tergroup did, in April 1977, become 
federally qualified as an HMO. 

The designation was sought in 
order to facilitate marketing of the 
plan with companies of 25 or more 
employes which are legally bound to 
offer workers an HMO as one of sev- 
eral health insurance options. But, un- 
like virtually all other HMOs, Inter- 
group never has accepted any Gov- 


How Intergroup relates with buyers and providers 
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ernment funding. 

‘‘We don’t plan to,’’ insists Dr. 
Shalowitz, ‘‘since we have a positive 
cash flow and are in the final stage of 
repaying $250,000 that CNA lent us. 
From the start, we’ve had the goal 
of putting together a viable pro- 
gram without Federal money or 
intervention. ”’ 

That was his objective 20 years 
ago, when he organized the North 
Suburban Clinic, now a 25-physician 
group in Skokie, IIl., and the nucleus 
of Intergroup. Prepayment as a re- 
spectable method for medical service 
was before its time then, and so was 
systematized quality assurance. 

Dr. Shalowitz was ahead of his 
time also in obtaining commercial la- 
boratory licensing for the clinic and in 
instituting a system of strict chart and 
peer review. The laboratory licensing 
is not required by Illinois law, but Dr. 
Shalowitz sought it ‘‘because it 
forced us into a review process by the 
state health department.’’ 

When Dr. Shalowitz and his col- 
leagues sought insurance coverage for 
ambulatory care conducted with such 
quality assessment, they met 
turndown after turndown, despite his 
contention that this kind of group 
practice is ideally set up for audit. 

‘‘Now, of course, a lot of insurance 
companies and Blue Plans do write 
policies which have ambulatory care 
features, but usually with big front- 
end deductible and copayment be- 
cause what the doctor does in his of- 
fice is so variable—it ranges from the 
ridiculous to the superb. 

“In those early years, the idea of 
prepayment was unclear in our plan- 
ning. What we had in mind was de- 
veloping some kind of pluralistic ap- 
proach, both from a funding and a 
conceptual standpoint, that would 
guarantee quality to any third-party 
payer for the dollar spent on ambulat- 
ory care. As it turned out, our system 
became essentially the first anywhere 
with both prepayment and fee for 
service. It evolved off the top of our 
collective heads and was not a copy 
of anything.’”’ 


Consumer saving 

Year after year since then, Inter- 
group has chalked up impressive 
gains for its cost-conscious holder 


groups and employe subscribers— 
most remarkably in reducing hospital 
admissions and stays (30 to 60 per- 
cent less than for fee-for-service pa- 
tients generally in the United States). 

A big reason is that these patients 
no longer need to sign in at a hospital 
for diagnostic work-ups or emergency 
care which can be managed efficiently 
at the medical group. Too often in 
other situations, hospital entry is the 
only way to qualify for insurance 
coverage. 

The most important characteristic 
distinguishing Intergroup from all- 
prepayment HMOs is its ability to 
provide comprehensive care with 
none of the capital costs borne by 
most HMOs in the form of land, 
buildings, and equipment. Should this 
concept become widespread it might 
save Americans millions, even bil- 
lions of dollars. 

‘‘All our medical groups are in 
place, have been for years,’’ Dr. 
Shalowitz never tires of emphasizing. 
‘‘Also, we serve urban, suburban, 
and rural populations. The system 
seems adaptable to many areas of the 
country. 

‘‘From the professional standpoint, 
it offers a practitioner his first oppor- 
tunity to call the cost signals again in 
the entire health system—the hospital 
dollar, the ambulatory service dollar, 
every cent the patient or his employer 
spends. Where else can this occur? 
The strictly fee-for-service physician 
doesn’t really control that dollar; he 
only sees it spent, without optimum 
health benefit. And also, for the first 
time, our kind of practitioner can 
demonstrate accountability to the 
government and the public.”’ 

Fine words, one might respond, but 
don’t they suggest that no such plan 
can succeed unless every physician 
practices in a tightly disciplined mul- 
tispecialty clinic? What is the compe- 
tent practitioner to do if, for one valid 
reason or another, he prefers the solo 
route? How might he fit into the In- 
tergroup style of picture? For at least 
some of these soloists, Dr. Shalowitz 
sees a way: 

‘*‘Suppose a dozen or more physi- 
cians who practice individually in a 
medical office building agree to or- 
ganize an independent practice as- 
sociation form of HMO by using a 


common lab, x-ray facility, record 
system and administrator. In fact, 
each of Intergroup’s member clinics 
is an individual practice association 
for Federal qualification purposes. 

“If those IPA solo doctors were 
also then to include suitable types of 
surgical and medical specialists for 
cross referral, and incorporate a 
method to track patients for quality 
care review, the unit might well be 
embraced by Intergroup or by a com- 
parable organization which has provi- 
sion for both prepayment and fee for 
service.”’ 

Whether or not such a trend de- 
velops, Intergroup’s growth seems as- 
sured. When the architect of HMOs, 
Paul M. Ellwood, Jr., M.D., sur- 
veyed the ‘‘group of groups’’ in 
1976, he lavished praise on it while 
estimating that the organization could 
easily absorb 125,000 subscribers 
(more than four times the present 
membership) ‘‘without addition to 
present staffs or expansion of 
facilities.”’ 

The forecast fits with Government 
and industry projections that by 1980 
at least one-fifth of the U.S. popula- 
tion, about 50 million people, will be- 
long to an HMO or other prepaid 
comprehensive health care plan. 
When so many Americans are in- 
volved, pressures for cost contain- 
ment are sure to exceed those now 
being exerted on and by Government. 

“‘No, please don’t say it that way; 
call it ‘cost consideration’,’’ Dr. 
Shalowitz pleads. ‘‘Cost containment 
is a misleading term. We as physi- 
cians should not be lured into using 
it, nor should we be concerned about 
costs in the sense of containment. 

‘Consider, instead, the physician 
who wants to practice high-quality 
medicine, and can do so, using the 
most effective therapeutic and diag- 
nostic modalities—setting sensible 
levels of care, for example, by not 
hospitalizing unnecessarily, not pre- 
scribing irrationally, ordering generic 
drugs when quality and source are 
known, using home health care and 
ambulatory surgery facilities when 
appropriate. If he does all these 
things, so-called cost containment 
will follow naturally as an effect. It is 
cost consideration that characterizes 
our Intergroup dual system.”” ® 
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Sterilization 





ate in 1977 a Federal court ruling 

that HEW has authority to set standards 
for sterilization paid for with Federal funds 
set the department’s rule making mach- 


inery into motion. HEW Secretary Joseph A. 


Califano, Jr. convened the first of 14 public 
hearings on the subject on January 17 in 


from the hearing. 


ECRETARY CALIFANO: 
Let me briefly open this hearing today 
on our proposed sterilization regula- 
tion. 

The Department of Health, Educa- 
tion, and Welfare pays for about 
100,000 sterilization operations each 
year. On several occasions in the past 
| few years we have received reports 
that Federal funds have paid for 
Sterilization of individuals who have 
not been fully informed about the 
permanent consequences of that med- 
ical procedure or who have not freely 
consented to such operations. 

I asked Peter Libassi, HEW’s Gen- 


Wi, eral Counsel, Dr. Julius Richmond, 


the Surgeon General, and Robert 
Derzon, the Administrator of the 
\ Health Care Financing Administra- 
tion, to study our practices and pro- 
cedures and recommend to me a set of 
)| regulations. 

As a result of that work, we pro- 


i, Washington. The following are excerpts 


posed new regulations to limit HEW 
funding of sterilizations to those 
which the patient has voluntarily re- 
quested with full understanding of the 
irreversible consequences of the ac- 
tion. In addition, the regulations pro- 
pose for the first time to prohibit en- 
tirely the use of HEW funds to pay for 
hysterectomies where the sole pur- 
pose is sterilization. 

Patients would be required to sign a 
consent form that spells out clearly 
and simply in the patient’s primary 
language the nature of the operation 
and its consequences. Doctors who 
perform sterilizations would be re- 
quired to certify in writing that they 
had given the patient full information 
about the risks and benefits of this 
operation and that the patient has 
been informed that no Federal funds 
or benefits may be withheld or with- 
drawn if the individual chooses not to 
be sterilized. 


The waiting period between the 
signing of the consent form and the 
operation would be extended from 72 
hours to at least 30 days. The pro- 
posed rules continue current HEW 
policy that no one under 21 is eligible 
for sterilization paid for with HEW 
funds. 

Sterilization of persons over 21 
who are in a penal or mental institu- 
tion would be funded only if approved 
both by a special review committee 
and by a court. 

The proposed rules seek comment 
on two alternative provisions for 
funding sterilizations of persons over 
21 who are mentally incompetent 
under state law. Under one approach. 
which is the current practice, HEW 
would not fund any sterilizations for 
such persons. The alternative pro- 
posed would authorize Federal fund- 
ing of some sterilizations of mental 
incompetents in states where they are 
legal. 

Both a special review committee 
and a court would have to determine 
that the consent was knowing and 
voluntary before Federal funding 
would be available. 

General Counsel Peter Libassi will 
chair this hearing. I thank you all for 
coming. 








“The 30-day waiting period does not impose an undue 
burden on hospitals and physicians. New York State 
has adopted this procedure and there have been no 
serious problems to date.” — Rep. Shirley Chisholm 








EP. SHIRLEY CHIS- 
HOLM of New York: The documen- 
tation of sterilization abuses has come 
from a variety of sources. Lawsuits, 
the research of several health advo- 
cacy groups and the General Account- 
ing Office have all added to the grow- 
ing body of information about the 
ways in which sterilization is on the 
increase. 

It is clear that minority group 
women are most vulnerable to both 
overt and implicit coercion. Welfare 
mothers have been sterilized after 
threats that they would otherwise lose 
the benefits that form their only 
means of support. Young women who 
have never had children have been 
sterilized without adequate protection 
to ensure that the sterilizations were 
necessary and desirable. 

Fears of genocide have haunted 
black Americans for many years in 
the wake of a wide range of pernici- 
ous policies, from the eugenics laws 
that are still on the books in some of 
our states, to the continuing practice 
some follow requiring that a poor 
pregnant woman consent to steriliza- 
tion as a condition of medical care for 
her current pregnancy. 

I wish to restate at the outset that I 
very much approve of the direction 
and the strong initiatives which HEW 
has taken in proposing these regula- 
tions. 

I am particularly pleased that the 
published regulations substantially 
lengthen the time period that must 
elapse between consent to sterilization 
and the operation itself. The 30-day 
waiting period does not impose an 
undue burden on hospitals and physi- 
cians. New York State has adopted 
this procedure and there have been no 
serious problems to date. 

The new requirement that informa- 





tion about the nature and effects of 
sterilization be in the patient’s pri- 
mary language is also crucial. 

I am also very pleased to note that 
the minimum age for federally-funded 
sterilizations will remain at 21 years. 

I would like now to outline for you 
three specific ways in which I person- 
ally feel the regulations should be 
modified. 

I have strong reservations about 
permitting, under certain circum- 
stances, sterilization of the mentally 
incompetent or the incarcerated. 
These individuals are inherently vul- 
nerable and lack adequate recourse to 
challenge administrative decisions. 

I am concerned that the language of 
the proposed regulations is too vague 
to fully protect the individual who is 
to be sterilized. The latitude given to 
the states in selecting the method by 
which review committees are con- 
vened to rule on proposed steriliza- 
tions and the rules by which they op- 
erate give the states room for abuse. I 
recommend further that a tighter 
selection procedure for the review 
committee be required, especially the 
selection of the patient advocate. 

I am also concerned that the regula- 
tions do not address adequately the 
issue of medical procedures which 
will have the effect of sterilization. 


This could become a severely- 
abused loophole in the regulations. 
For example, if a young woman is 
advised she needs to have her ovaries 
and uterus removed because of an 
ovarian cyst, she should be told 
clearly that this operation will render 
her permanently unable to bear 
children. 

Medical necessity will often make 
it impossible for a physician to delay 
certain procedures while the patient 
ponders the issue of impending steril- 
ity. Therefore, I do not recommend 
that there be a mandatory waiting 
period. 

I also see no reason why consent 
forms explaining the impact of sterili- 
zation should not apply equally to 


these procedures as they do to volun- | 


tary sterilization, and they should be 
in the patient’s primary language. 


R. TOMMY EVANS, past 
president of the American College of 
Obstetricians and Gynecologists and 
chairman of the Department of 
Gynecology and Obstetrics at Wayne 
State University of Medicine: I repre- 
sent some 20,000 physicians and 
some 17,000 members of the Nurses 
Association of the American College. 

With all of the positive elements of 
the proposed regulations, there are 
some areas which cause real concern. 
One is the 30-day waiting period. 

Although this sounds like a terribly 
logical thing, in some instances, 
however, the waiting period can pose 
serious risks and hardships, and 
added costs to the patient. The onset 
of labor is frequently unforeseeable as 
is the necessity for intervening with 
emergency abdominal surgery. 

Think of the patient who has made 
a decision, a very thoughtful decision 
with her husband, to terminate their 
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“T strongly and sincerely believe we ought to strengthen 
all of our Medical Practice Boards in the states and get 
out the magnifying glass any time there is any question 


of abuse of sterilization operations or anything else 


for that matter.” — Dr. Tommy Evans 


“One of our concerns is that we treat publicly-financed 
patients differently than non-publicly-financed 
patients.” — Robert Derzon 








child-bearing career after the eighth 
child. 

Let’s say that she has premature 
rupture of the membranes and goes 
into labor and has an emergency cesa- 
rean section. She can not be sterilized 
then because of the mandatory wait- 
ing period. She must come back later, 
at a time when her newborn baby 
needs her attention, and undergo this 
procedure with added discomfort and 
added risk of a second anesthetic. If a 
mandatory period is deemed neces- 
sary, please incorporate some 
mechanism for waiving this require- 
ment to prevent additional surgery. 

Age 21 has been selected as the age 
of consent. This seems inappropriate 
to me since many states now set the 
age of majority at 18. You can vote at 
18 but you can’t make any decisions 
about your own capacity to reproduce 
until three years later. 

I do hope that if a mandatory con- 
sent age is required that it be 18 and 
that there be a mechanism for making 
exceptions on the basis of strong and 
clear medical indications. 


DR. RICHMOND: Dr. Evans, I 
wonder if you would comment on 
what the profession and health care 
institutions might do to do a more ef- 
fective job? 


DR. EVANS: I strongly and sin- 
cerely believe we ought to strengthen 
all of our Medical Practice Boards in 
the states and get out the magnifying 
glass any time there is any question of 
abuse of sterilization operations or 
anything else for that matter. 





R. DERZON: Dr. 
Evans, the proposed rules that we 
have been discussing apply to 
publicly-financed patients. One of our 
concerns is that we treat publicly- 
financed patients differently than 
non-publicly-financed patients. Since 
physicians are creatures of habit and 
since your college seems to approve 
of most of these rules, can we specu- 
late that the college will generally 
apply these rules across the board to 
the whole scale of their practice? 


DR. EVANS: I think we are at the 
risk of developing guidelines: that rep- 
resent the double standard. The 
affluent are not concerned about this 
at all and so that, in effect, makes it a 
double standard. 





R. ALICE ROTHCHILD, 
chief resident in obstetrics and 
gynecology at Beth Israel Hospital in 
Boston, representing the National 
Women’s Health Network: I would 
like to commend HEW for proposing 
regulations intended to prevent 
coerced sterilization. The National 
Women’s Health Network is asking 
that HEW strengthen and improve the 





proposed regulations as well as im- 
plement a strict enforcement policy. 

The network disagrées with HEW’s 
wording in the consent procedure and 
recommends that the sentence read: 
‘*A patient’s consent must not be se- 
cured while the patient is in labor, 
during or immediately following de- 
livery, or in conjunction with an abor- 
tion.’’ A patient may be particularly 
susceptible to coercion or suggestion 
while under the effect of anesthesia, 
tranquilizers or other medication. 

We recommend that the patient’s 
consent form should be part of a 
booklet which the patient can take 
home and keep for future reference. 
At the top of the first page of the con- 
sent form the type of surgery to 








“The rate of unnecessary hysterectomy is said to ex- 
ceed 30 percent ... A statistical review of nine years 
of post-partum sterilizations shows that patient regret 
about being sterilized runs well over 30 percent.” 


—Dr. Alice Rothchild 


“According to HEW statistics, the rate of female 
sterilization increases as income level decreases among 
both black and white women... A study reported in 
Family Planning Digest indicated that 94 percent of 


the doctors favor mandatory sterilization of unwed 





be performed should be printed 
clearly along with the reasons for 
sterilizaion. 

I have heard of cases where the 
physician wrote ‘‘mini-lap’’ in order 
to assuage the patient’s fear. The 
booklet should contain information on 
alternative methods of birth control, 
safety, efficacy and risks. 

It is essential that all consent in- 
formation be provided in the preferred 
language of the patient. The physician 
should sign that he or she has verbally 
explained all consent information. In 
cases where the physician does not 
speak the preferred language, a bilin- 
gual counselor should be on hand. 
The network recommends that the 
consent form be co-signed by a health 
professional such as a nurse or social 
worker. 

One section in the proposed 
guidelines stipulates that the physi- 
cian obtaining consent must certify 
the patient’s appearance or mental 
competence. ‘‘Appearance’’ should 
be defined that the patient is mentally 
alert at the time and not under the in- 
fluence of alcohol, anesthetics or 
medication. 

A statistical review of nine years of 
postpartum sterilizations shows that 
patient regret about being sterilized 
runs well over 30 percent. The net- 
work recommends only two excep- 
tions to the 30-day waiting period: (1) 
in instances of premature delivery 
where the patient has already con- 
sented prior to the eighth month of 
pregnancy; and (2) in instances of 
emergency abdominal surgery per- 
formed more than 72 hours after the 
signing of the initial consent form. 

We support the requirement that no 
one under 21 years of age be 
sterilized with HEW funds. However, 
in the case of younger women who 
may not have access to contraception, 
or for whom contraceptive measures 
have failed, it is crucial that abortion 


services be available. 

The sterilization of mental incom- 
petents and retarded persons is a dif- 
ficult and complex matter. The net- 
work does not find any of the alterna- 
tives in the guidelines acceptable. 
Thus, we recommend a continuation 
of the current moratorium. 

We believe that hysterectomy for 
the sole purpose of sterilization is an 
inappropriate procedure, and we urge 
HEW to develop a separate set of reg- 
ulations for hysterectomy procedures. 
The rate of unnecessary hysterectomy 
is said to exceed 30 percent. 

DR. RICHMOND: I wonder 
whether the National Women’s Health 
Network has developed a model pam- 
phlet such as you describe? 

DR. ROTHCHILD: We don’t 
have such a pamphlet at this time, but 
we would be glad to provide you with 
one. 


R. HELEN RODRIGUEZ- 
TRIAS of the committee to End 
Sterilization Abuse: We believe that 
abuse is not only the result of coer- 
cion or lack of informed consent, but 
it also occurs when an individual 
chooses sterilization because of his or 
her social or economic conditions. 
The history and prevalence of sterili- 
zation make it clear that the social 
problems which affect the poor have 
influenced many people, particularly 
black, Hispanic and native American 
women, to be sterilized. 

The present HEW policy which 
now reimburses up to 90 percent of 
the cost of sterilization while provid- 
ing no funds for abortion is an exam- 
ple of the way in which options are 
limited and choices excluded. 

According to HEW statistics, the 
rate of female sterilization increases 
as income level decreases among both 





black and white women. A study re- 
ported in Family Planning Digest in- 
dicated that 94 percent of the doctors 
favor mandatory sterilization of 
unwed mothers on public assistance 
when they had more than three chil- 
dren or favored withdrawal of welfare 
benefits if they refused sterilization. 

Certain sections of the guidelines 
show great improvement over HEW’s 
prior policy, but others need to be 
clarified and strengthened to provide 
the best safeguards against abuse. 

We agree with the proposed defini- 
tion of sterilization, which eliminates 
the distinction between therapeutic 
and non-therapeutic procedures. 

We believe that the current 


moratorium on sterilization of men- . 


tally incompetent individuals should 
be extended and expanded to cover 
institutionalized persons. 

Consent should not be considered 
valid during hospitalization for 
childbirth, abortion or any other med- 
ical treatment. 

The consent form must contain a 
full description of the procedure and 
an explanation of the benefits, alter- 
natives, consequences and risks of the 
procedures, permanence, possible re- 
gret and menstrual disturbances. The 
form must be in the patient’s pre- 
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mothers on public assistance when they had more than 
three children or favored the withdrawal of welfare 


benefits if they refused sterilization.” 
—Dr. Helen Rodriguez-Trias 


“The doctor told me I needed another operation. I 
asked why. He said he was the doctor and that I was 


asking too many questions. I told him to go to hell and 
walked out” — Norma Ero 





ferred language and should provide 
for evidence of the person’s under- 
standing by a statement given in his 
or her preferred language about the 
nature of the procedure. 

Patients soliciting sterilization 
should be counseled by specially 
trained counselors who speak the pa- 
tient’s preferred language and are of 
the same ethnic background. 

We agree that the 30-day waiting 
period is the minimum time necessary 
to permit thoughtful consideration of 
a decision to be sterilized. Studies 
have demonstrated that waiting 
periods serve to avoid later regret. 

However, exceptions should be 
made in the case of premature deliv- 
ery and concurrent emergency abdom- 
inal surgery. 

It is clear that the best formulated 
guidelines are merely words on paper 
without strict monitoring. HEW has 
fallen short with its monitoring. Con- 
tracts can be given to local agencies 
and bodies which already monitor 
medical practices to watchdog sterili- 
zation practices. 


ORMA ERO, age 25, mother 
of three children: A tragedy happened 
to me at Lincoln Hospital of New 
York City last year. 

I went there for a PAP test on or 
about December 26, 1976. The doctor 
told me that everyone who had an ec- 
topic pregnancy should have a tubal 
ligation. I had an ectopic pregnancy 
the year before. The doctor asked 
why I didn’t want a tubal ligation. I 
said I wanted at least one more child 
as a playmate for my daughter. The 
doctor told me they could put tubes 
back together again by surgery any 
time I wanted, so I had the tubal liga- 
tion on January 14, 1977. 

I learned later that New York law 


required a 30-day waiting period be- 
tween consent and operation. After 
the operation, while still in the hospi- 
tal, I started having abdominal pains. 
The doctor told me I would need a 
hysterectomy within two months and 
10 years after the tubal ligation. 

This conversation took place five 
days after the tubal ligation. I came 
back in February and then in March. 
The doctor kept talking about a hys- 
terectomy. He called me at home at 
least once a week insisting that I 
would need a hysterectomy. 

I became very worried and told the 
doctor to please tell me if I had cancer 
— that I could take it. The doctor said 
that if I wanted to see my children 
grown up I should have this opera- 
tion. I asked what was wrong with 
me. He answered that it is a doctor’s 
privilege not to tell me exactly what I 


had. I was even more scared and went 


home crying. I had a hysterectomy on 
May 25th, 1977. Afterwards I was 
told I had a cyst on one ovary, and I 
got very sick. 

They said they took out the bad 
ovary and also my appendix. After 
surgery I was afraid to tell the people 
I had a hysterectomy because I 
thought I had cancer. I went back to 
Lincoln Hospital in September. The 
doctor told me I needed another oper- 
ation. I asked why. He said he was 
the doctor and that I was asking too 
many questions. I told him to go to 
hell and walked out. 

Then I was told by a hospital com- 
mittee that my hysterectomy was un- 
justified along with three other hys- 
terectomies done in May and June. I 
felt terrible and got very depressed. 
Later I decided to speak out and help 
other women who may go through the 
same thing. 

On November 21, 1977 I had an 
operation at Mt. Sinai Hospital. They 
removed what was left — the other 
ovary which had a large cyst on it. 





R. SIDNEY WOLFE of the 


Public Citizen’s Health Research 
Group: What happened to Mrs. Ero 
happens on a massive basis, particu- 
larly among the black and Hispanic 
women in this country. 

We applaud many of the things that 
are in the regulations as major steps 
forward, but strongly object to the 
failure of HEW to require mandatory 
second opinions for all so-called 
non-sterilization hysterectomies. We 
also note a continuing lack of en- 
forcement in existing regulations. 

Hysterectomy is one of the most 
rapidly increasing kinds of surgery in 
the United States, with the rate of 
hysterectomies having increased 30 
percent from 1965 to 1975. In 1975, 
725,000 of these operations were per- 
formed. 

Although it has been said that a 
major reason for this increase has 
been for sterilization purposes, there 
is no published national data on this. 

We have obtained data from an un- 
published HEW study which shows 
that: (1) about one out of five hys- 
terectomies, or 150,000 a year, are 
done for sterilization and; (2) hys- 
terectomies on black women are al- 











“By disallowing reimbursement for hysterectomies done 
for sterilization, HEW is virtually encouraging doctors 
to state that the basis for the procedure is for medical 
disease rather than for contraceptive purposes... To 
avoid the detailed informed consent procedures and 
insure they will be paid, many doctors will again use 


contrived medical justification for what are actually 


sterilizations.” —Dr. Sidney Wolfe 


“It is our experience that even the clearest and kindest 
of social workers, doctors and healt:: workers can be 
misunderstood, mistrusted and feared by consumers... 
Generally, we support the idea that mentally incom- 
petent people, who cannot understand what sterilization 
is, should not be sterilized.” —Kathy Miller 





most three times more likely to be 
done for sterilization than are hys- 
terectomies on white women. 

By disallowing reimbursement for 
hysterectomies done for sterilization, 
but not requiring a second opinion for 
other hysterectomies, HEW is virtu- 
ally encouraging doctors to state that 
the basis for the procedure is for dis- 
ease rather than for contraceptive 
purposes. To insure they are paid, 
many doctors will again use contrived 
medical justification for sterilizations. 

Requiring a second surgical opinion 
in all cases of hysterectomy would: 
(1) Stop physicians from misstating 
the purpose of the hysterectomy; and 
(2) set an important precedent which 
would lead to mandatory second sur- 
gical opinions for other federally- 
funded operations. 

By not requiring a second opinion 
for all hysterectomies, HEW greatly 
weakens the impact on prohibiting 
funds for sterilization hysterectomies. 

The consent procedure outlined in 
the proposed Federal regulations 
would assure that patients give truly 
informed, voluntary consent for 
sterilization only if they are conscien- 
tiously implemented by physicians 
and other personnel. Given the his- 
tory of coercion and abuse in this 
area, we believe that a more com- 
prehensive educational approach must 
be used. 


ATHY MILLER of the 
North Central Philadelphia Commu- 
nity Mental Health/Mental Retarda- 
tion Center, representing the National 
Association of Social Workers: We 
were very pleased to see the thought- 
fulness that has gone into these regu- 
lations. 

I have a few suggestions about 
some specific points. We support the 





definition of sterilization that has 
been set forth. However, we would 
like it stated more plainly that the 
contraceptive hysterectomy should 
not be funded. 

The individual who seeks a hys- 
terectomy should be told early in writ- 
ing that it will render her permanently 
incapable of reproducing. We would 
like to see the physician document 
that he has made that explanation. We 
endorse the 30-day waiting period and 
also the minimum age of 21. 

The consent procedures are in gen- 
eral excellent, but we would like to 
suggest a few additions. It is our ex- 
perience that even the clearest and 
kindest of social workers, doctors and 
health workers can be misunderstood, 
mistrusted and feared by consumers. 

We would like to see sterilization 
and birth control information always 
presented orally and in writing in a 
person’s primary language, and for a 
family member or friend to be able to 
come with the patient through all the 
discussions and signing. 

The metal incompetency section 
has certainly been the most difficult 
to talk about, since it is not defined 
and the definitions differ in each 
state. Generally, we support the idea 
that mentally incompetent people who 


cannot understand what sterilization is 
should not be sterilized. 

On enforcement, we would like to 
see periodic reports and audits re- 
quired in sterilizations and have the 
results published. 


DR. LASHOFF: We have ob- 
viously been struggling over the men- 
tal incompetence point. Have you and 
your colleagues found circumstances 
where nonsterilization has created a 
hardship and really interfered with the 
care of the retarded? 


MS. MILLER: Very few. I think 
people who are mildly retarded can 
probably think it through. 


MR. LIBASSI: Let me press this a 
little bit further. Is it your feeling that 
the moratorium has reduced instances 
of sterilization abuse of mentally re- 
tarded persons? 


MS. MILLER: Yes. I believe that 
is definitely true from talking to a 
number of poeple who have worked in 
the field for a long time. 





R. HENRY FOSTER, rep- 
resenting Planned Parenthood Federa- 
tion of America, chairman of the De- 
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“For the mentally incompetent, we feel the review com- 
mittee suggested by HEW should be expanded to 
include a patient advocate that can identify with the 
patient on the basis of race, ethnic background, sex 


and age.” — Dr. Henry Foster 


“For reproductive freedom to exist, we believe two 
conditions have to be fulfilled. First there has to be an 
atmosphere of freedom within which informed decisions 
have to be made; and second, each individual has to 


have access to an affordable means of contraception 
including voluntary sterilization.” — Peters Wilson 





partment of Obstetrics and Gynecol- 
ogy at Meharry Medical College in 
Nashville and chairman of the execu- 
tive committee of the OBGYN section 
of the National Medical Association: 
The Federation and I are in accord 
with the 30-day waiting period. 

We totally support separating 
sterilization decisions from any 
stressful situation such as surgery or 
childbearing, however, there are two 
conditions under which we would like 
to recommend consideration for 
waivers. 

There are circumstances, such as, 
ectopic pregnancy and repeated cesa- 
rean sections, where it is appropriate 
for a patient to make a decision re- 
garding sterilization, prior to any 
medication. 

We question the ethics and propri- 
ety of causing a patient to have a sec- 
ond major surgical procedure with its 
attendant risk and the risk of a second 
anesthesia. 

We feel if a person has signed a 
sterilization consent form and goes 
into premature labor or requires some 
sort of surgical procedure before the 
30-day waiting period is up, then that 
person should be allowed to sign a 
second statement confirming the in- 
tent in the previous statement and re- 
ceive a waiver. This should be done 
without medication. We feel that 
there should be some time limit after 
which a consent becomes invalid, 
possibly six months. 

We do not agree with the absolute 
minimum age of 21 years. We recog- 
nize some unusual circumstances 
where persons under 21 may have 
legitimate cause for requesting sterili- 
zation, particularly where patients 
may have had four or five infants by 
age 20. 

For the mentally incompetent, we 
feel the review committee suggested 
by HEW should be expanded to in- 
clude a patient advocate that can iden- 


tify with the patient on the basis of 
race, ethnic background, sex and age. 

For the severely mentally impaired, 
the Federation feels that the matter 
would best be referred to the National 
Commission for the Protection of 
Human Subjects. 


ETERS WILSON, representing 
Zero Population Growth: The pro- 
posed sterilization regulations attempt 
to answer the question, ‘‘How do you 
guarantee reproductive freedom?”’ 
Reproductive freedom is a fundamen- 
tal concern to ZPG. 

For reproductive freedom to exist, 
we believe two conditions have to be 
fulfilled. First, there has to be an at- 
mosphere of freedom within which in- 
formed decisions have to be made; 
and second, each individual has to 
have access to an affordable means of 
contraception, including voluntary 
sterilization. Neither of these condi- 
tions is satisfactory for all Americans. 

We make three recommendations 
with regard to the implementation of 
the regulations. First, it would be 
helpful to groups outside HEW to un- 
derstand the criteria used in evaluat- 
ing an enforceable regulation. HEW 
has justified its decision to allow no 
exceptions to the 30-day waiting 
period because it says they are not en- 
forceable. But it has not explained 
why. 

Second, we recommend that HEW 
develop an education strategy that 
will educate both the potential pa- 
tients and the providers of the serv- 
ices about the regulations. 

Third, we recommend development 
of a specific monitoring strategy. The 
Inspector General of HEW now plans 
to conduct audits in at least five states 
during this fiscal year as a part of the 
effort to evaluate compliance with the 





regulations. However, the audits may 
not result in an effective assessment 
of whether some individuals who seek 
sterilizations are turned away. 

We urge HEW to again look at its 
regulations from the standpoint of 
particular groups of people, such as 
rural residents, and how they may be 
affected by the regulations as opposed 
to ‘‘ideal’’ patients or ‘‘average”’ 
patients. 

According to the Public Health 
Service, although close to a third of 
the nation’s population lives in non- 
metropolitan and rural communities 
they are served by only 12 percent of 
the nation’s physicians. According to 
a 1976 report from the Alan 
Guttmacher Institute, roughly three 
out of 10 nonmetropolitan com- 
munities have no organized family 
planning service. And of those which 
do have services, nine out of 10 have 
only one source. 


MR. LIBASSI: I think the sugges- 
tions from persons of all points of 
view have been extremely helpful and 
I want to thank all of you for your ef- 
forts, expecially those who have trav- 
eled distances and taken the time to 
prepare statements. The quality of 
this hearing has been very impressive. 








TI 
ticle 
UuSec 
Earl 
nosi: 


D 
have 
flue! 
enlis 
Pent 

Li 
Pent 
ing 
sold 
AS @ 
the 
sign 

Si 
unde 
the 
exan 
1974 
in |! 
nine 
was 
ing 
for 
men 
with 
othe 
the : 
not 
men 

“4 
trate 
tem 
assu 
wou 
rates 
Jamé¢ 
rect¢ 

Si 
new 
cess! 
a we 



































Jé 
spec 
soci 








wore 


SON Ae 


RS 5. RR 


————e— 


Super Salesmen Make EPSDT Work 
in Pennsylvania. 


This is the second in a Series of ar- 
ticles about successful techniques 
used by states in operating their 
Early and Periodic Screening, Diag- 
nosis and Treatment Programs. 


Dale Carnegie probably couldn’t 
have been more successful at in- 
fluencing physicians and dentists to 
enlist in the EPSDT Program than the 
Pennsylvanians who sold them on it. 

Like all good sales campaigns, the 
Pennsylvania plan provided for resell- 
ing the providers and keeping them 
sold on participating in the program. 
As a result, fewer than one percent of 
the 800 physicians and dentists’ that 
signed up have resigned. 

Since the first child was examined 
under the EPSDT program in 1973, 
the number of children receiving 
examinations has risen from 42,000 in 
1974 to 115,000 in 1975, leveling out 
in 1976 at 176,000. A recent study of 
nine states showed that Pennsylvania 
was the most successful state at insur- 
ing that children received treatment 
for problems. Pennsylvania’s treat- 
ment rate was 88 percent compared 
with an average of 78 percent for the 
other states. The study also showed 
the state had fewer children who did 
not report for examination or treat- 
ment than other states. 

‘‘From the beginning we concen- 
trated on organizing the delivery sys- 
tem because we knew we could not 
assume that the medical providers 
would participate, particularly at the 
rates of reimbursement offered,’’ says 
James McKittrick, EPSDT project di- 
rector for Pennsylvania. 

Since EPSDT was a completely 
new program, it was decided that suc- 
cessful recruitment would depend on 
a well planned sales campaign. The 





John Miller is a freelance writer 
specializing in the health care and 
social services field. 


by John C. Miller 


task of selling physicians and dentists 
was assigned to two contractors with 
broad experience in the health care 
field. The responsibility for finding 
children eligible for the program was 
assigned to the state’s county boards 
of assistance in all but two of the 
state’s counties. 


Selling providers 


EPSDT planners decided that the 
complexity of the program required 
that physicians and dentists be con- 
tacted personally about joining the 
program rather than simply sending a 
letter or telephoning. To make the 
contacts, the two contractors used 
persons who were familiar with the 
work flow of physician and dental of- 
fices, such as former nurses and drug 
salesmen. The recruiters received 
training in the EPSDT program and 


were cautioned to be low-key. 


A sales call consisted of explaining 
the benefits of the program to chil- 
dren, the fact that no provider would 
be overburdened, the relatively fast 
reimbursement procedure, and rec- 
ommendations on how the examina- 
tion and treatment process might be 
set up to flow most smoothly. 

Since Government paperwork has a 
reputation for being time consuming, 
recruiters were cautioned to stress the 
points that their computerized billing 
system would insure that reimburse- 
ment would be prompt. Recruiters of- 
fered personnel to assist the office 
staff in setting up a system for effi- 
ciently ushering the children through 
the examination and treatment proc- 
ess, and provided a detailed explana- 
tion of the paperwork procedure. 


Every few months recruiters make 
return visits to the providers they en- 
listed and discuss problems that may 
have developed. If a computer print- 
out shows that a physician’s invoices 
are repeatedly rejected for the same 


reason, the recruiter brings that to the 
physician’s attention. 

The computer also spots inconsis- 
tencies. For example, one physician 
was finding eight times as many hear- 
ing problems as the average physician 
in the state. When a recruiter in- 
formed him about it, he had the au- 
diometer checked and found it to be 
defective. 

‘From time to time, irritants occur 
in the best systems,’”’ says Mr. 
McKittrick, *‘so regular visits by the 
persons who recruited the physicians 
or dentists is a definite plus in our 
program. It sometimes just helps to 
have someone representing the pro- 
gram to tell your troubles to even 
though there is no real solution.”’ 

While the physicians try to treat all 
problems found during their examina- 
tion, some cases call for referrals to 
specialists. “‘We manage to get 
physicians to refer about 60 percent 
of the patients to specialists, a per- 
centage which generally is not 
achieved,’’ says Mr. McKittrick. 
‘‘During the past year, examining 
physicians occassionally were unable 
to make referrals to a few specialties, 
such as for eye care. 

‘To solve this, representatives of the 
contractors visited specialists and told 
them they would not be over burdened 
with patients. If, for instance, during 
the average month there are 18 chil- 
dren in the county referred for a cer- 
tain speciality, each specialist would 
be asked to take a few cases. The re- 
sponse was very good because they 
realized they would not be over- 
burdened with hoards of children.’’ 

In the Philadelphia area, where 
there is a high concentration of chil- 
dren eligible for the program, it was 
found that the ‘‘little at a time’’ ap- 
proach worked best. “‘We began by 
asking physicians to make just five 
examinations a month and, as they 
found their fears of problems did not 
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‘i he front page of the new form, at 
left, incorporates the old examination, 
referral and consent forms, shown on 
the facing page. 

The examination form was con- 
densed by eliminating a number of pa- 
tient history questions that did not 
pertain to problems detected and the 
consent form was placed on the back. 

Consolidation of forms helped 
overcome the legendary resistance to 
Government redtape not only by re- 
ducing the number of forms required 
to be filled out by the physician from 
three to one, but by shaving three 
minutes from the 15 it took to com- 
plete the three forms. In addition, the 
single form appears less formidable to 
the physician being recruited. 

The single form also assures that all 
necessary information is forwarded to 
the state EPSDT office. Under the old 
system, the state would reimburse 
physicians upon receipt of a properly 
completed examination form. Fre- 
quently, the parental consent and 
physician referral forms were not sent 
in with the examination form and 
considerable effort was required to 
have them returned. a 








materialize and their checks came in 
quickly, they became willing to take 
more children,’’ says Rosetta Smith 
who coordinates the EPSDT program 
in Philadelphia and its four neighbor- 
ing counties under contract with the 
State. 

‘*Before the EPSDT program, 
physicians had been accustomed to 
waiting about six months to be reim- 
bursed through various public pro- 
grams,’’ recalls Ms. Smith, ‘‘so when 
the first check arrived within two 
months and they found the children 
didn’t disrupt their offices and didn’t 
arrive raggedy, they began to warm 
up to the program. 

‘‘We showed them how they could 
hire a part-time person to assist with 
the paperwork and use less of their 
valuable time, with the result of being 
more effective and more profitable. 

‘‘At first we received 25 to 30 
complaints a month from parents who 
said the physicians didn’t treat them 
properly or did not perform, say, a 
hearing examination. Now, the com- 
plaints are down to one a month and 
we are receiving compliments, which 
we feel is quite a turnaround. ’’ 

What at first appeared to be a major 
problem in recruiting physicians was 
a requirement that they provide a 
hearing test as part of the examination 
package. A great many physicians 
lacked an audiometer, which is neces- 
sary for the hearing test. Resistance to 
purchasing an audiometer faded, 
however, when recruiters explained 
that at the rate of $24 per examina- 
tion, physicians could pay for the de- 
vice in a short time. 

Mr. McKittrick finds that often 
when dentists decline to partici- 
pate in the program ‘‘due to low 
reimbursement rates,’’ professional 
pride causes them to change their 
minds. *‘When a dentist turns us 
down, we tell him quite honestly that 
we will probably have to bring in a 
dentist from another county to take 
care of the welfare kids. Frequently, 
we receive a call from him later say- 
ing that he will do his part to take 
care of the kids. Often, the dentists 
mention that it just wouldn’t look 
right not to take care of the kids in the 
county.”’ 

In 14 of the state’s 67 counties, it is 


very difficult to recruit dentists. To 
solve the problem, the state bought a 
van equipped with a mobile dental of- 
fice. It is staffed with a dentist who 
works for himself, a dental hygienist 
and a dental assistant. The van makes 
a circuit of the counties according to a 
schedule of appointments worked out 
by the County Boards of Assistance. 

Recently county dental associations 
have agreed to refer problems to their 
members once the children receive 
remedial services. As Mr. McKittrick 
explains it, the reimbursement for 
remedial work is substantially lower 
than the average fee they receive, but 
the reimbursement for cleaning and 
floride treatments is not. 

Many potential problems in de- 
veloping the provider network were 
avoided through advice from the pro- 
gram’s Medical Advisory Committee 
which is composed of 20 practicing 
physicians and chaired by a physician 
who is editor-in-chief of a leading 
medical journal. ‘‘The committee has 
given us a lot of credibility,’’ says 
Mr. McKittrick. ‘‘Not only does it 
help us clarify regulations, but if we 
have a problem they will go in and 
discuss it with a physician or the ad- 
ministrator of a hospital. The commit- 
tee is an extremely valuable asset.”’ 


Finding patients 


County welfare offices have the re- 
sponsibility for finding children who 
are eligible for examination and 
treatment in all except the most de- 
nsely populated areas—the counties 
which surround Philadelphia and 
Pittsburgh. 

Early on in the planning, it was de- 
cided that the County Boards of As- 
sistance could not be staffed to handle 
the 220,000 children in Philadelphia 
area or the 65,000 in Pittsburgh’s Al- 
legheny County, so the task for find- 
ing children eligible for the program 
was assigned to the same two contrac- 
tors who recruit providers. The con- 
tractors are the Philadelphia Health 
Management Corporation and the 
Health Screening Research Founda- 
tion of Pittsburgh. 

Rosetta Smith, EPSDT coordinator 
for the Philadelphia area, at first used 
the textbook approach to find eligible 
children, but began to change her tac- 


tics as she became more street wise. 
At the beginning of the program Ms. 
Smith recruited mothers ‘‘for the 
mother-grandmother image’’ to sign 
up children for examination and 
treatment. She gave them intensive 
training in salesmanship and, by way 
of motivation, explained the results 
they could expect to achieve in the 
general level of health in the U.S. if 
they were successful. 

“They did well enough, but we 
began to realize they were over- 
trained,’’ recalls Ms. Smith. ‘‘They 
were too full of facts and figures that 
really had little appeal to the mothers 
they were selling the program to. 
We needed a gimmick to appeal to the 
mothers, so we cut the training from 
three weeks to two days and de- 
veloped the slogan, ‘You can’t play 
if you aren’t healthy.’ ”’ 

Since the concept of preventive 
medicine was virtually unknown to 
the parents, it was necessary to sell 
them on the program. Caseworkers 
found that for every three parents who 
would participate in the program one 
would simply point to her apparently 
healthy children and ask why it was 
necessary. 

The great majority of the children 
signing up for examinations were 
young, with only a few teenageers. In 
an effort to reach the older children, 
young men were hired because they 
could relate better to the older chil-, 
dren. At first they were outfitted in| 
uniforms, but the dress code was 
changed to civilian clothing with ties, 
and finally to bluejeans. 

Case recruitment is performed by 
17 teams, each composed of a coor- 
dinator, clerk and from five to eight 
salesmen. They are successful at sell- 
ing the parents on the program and 
having the children examined between 
75 and 80 percent of the time. 

Caseworkers were taught to use 
both the hard sell and the soft sell ap- 
proaches, but cautioned to use the 
hard sell only when the mother was 
not under stress. They were told that 
if they encountered a harassed 
mother, it was better to return the 
next day. Sometimes, caseworkers 
would find they had arrived at the 
wrong time, such as during a favorite 
soap opera. In that case, they would 
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try to sell the program during com- 
mercials. 

The sales pitch runs between five 
and 15 minutes, depending on the dis- 
tractions in the home. To close the 
sale, the caseworkers pulls out a list 
of physicians with times when each is 
available. The mother is asked to 
choose the physician and then the 
time that suits her best. ‘‘At first our 
people would suggest an appointment 
and time, and assume the mother 
would keep it once she made the 
commitment,’’ said Ms. Smith. How- 
ever, our no-show rate decreased con- 
siderably when we began to show her 
a full range of alternatives and 
explore the possibility of other ac- 
tivities which might prevent her from 
keeping the appointment. ’”’ 

One surprising reaction of mothers 
was that they usually did not choose 
the closest physician, but one some 
distance from her neighborhood. 
Caseworkers learned this was because 
they did not want neighbors to think 
their child had a defect. 

Another major factor influencing 
the no-show rate was the quota set for 
staff members. At first the quota was 
15 sales daily, but this was later 
switched to 150 every two weeks. 
This relieved the pressure to make 15 
sales each and every day no matter 
what, and allowed them to return 
when the mother was in a more recep- 
tive frame of mind. 

The result of these changes in- 
creased the rate of examinations to 
house calls between 35 and 52 per- 
cent, depending on the area visited. 

Caseworkers offer to pay the ex- 
pense of transportation and accom- 
pany the family to the physician’s of- 
fice for examination and treatment. 
Public transportation is augmented in 
the Pittsburgh area by a mini bus 
which shuttles about 300 children a 
month to physicians. 

“If there is a key to this program it 
is in presenting precise information 
honestly, but with a little salesman- 
ship,’’ says Mr. McKittrick. *‘We are 
very proud that, with the help of the 
providers, we have been able to 
examine more than a half million 
children while reducing the adminis- 
trative cost of the program by 30 per- 
cent over the past three years.”’ @ 





—Publications and Films 


Please address all inquiries and 
requests for publications and films to 
the addresses in the listings. Items for 
review should be sent to Theresa 
Williams in care of this magazine. 


Managing Institutional Planning: 
Health Facilities and PL 93-641. 
Martin S. Perlin. Aspen Systems 
Corporation, 20010 Century 
Boulevard, Germantown, MD 20767. 
$15.00 

A how-to handbook that describes 
the planning structures, processes and 
methods which are being used suc- 
cessfully by health care institutions. 
The book explains how to: 

@® Demonstrate commitment to 
planning and secure meaningful in- 
volvement by key decision makers. 

® Resolve differences and disputes 
before they become issues for open 
debate at the board planning level. 

@ Contain construction costs. 

® Conduct community surveys. 

@ Select and use the right planning 
consultant. 

@ Judge the capacity of an existing 
facility to respond to projected 
changes in patient demand. 

@ Analyze departmental location 
and relationship through the use of a 
matrix chart. 

@ Analyze how changes in popula- 
tion size and composition will affect 
your institution. 

e@ Evaluate future space require- 
ments based on existing or projected 
volume of services. 


Health Planning—A Systematic Ap- 
proach. Dr. Herbert H. Hyman. 
Aspen Systems Corporation, 20010 
Century Blvd., Germantown, MD 
20767. $19.95. 

Health Planning shows how 
theoretical methods and concepts of 
health planning are actually practiced, 
the mistakes made and how to avoid 
them. 

It not only contains many of the 
‘*hows”” of planning, but the real-life 
constraints and problems which arise, 
so that prospective planners will have 
no illusions about what they are get- 
ting into. 





Counseling the Older Adult. Richard 
H. Davis, Ph.D., Publications Office, 
Andrus Gerontology Center, Univer- 
sity of Southern California, Univer- 
sity Park, Los Angeles, 90007. $6.50 
plus 35¢ postage & handling. 

A training manual for use by pro- 
fessionals, paraprofessionals and be- 
ginning counselors as a guide in pro- 
viding help to older adults. 

Included in this book are readings 
which summarize important informa- 
tion about aging and about the com- 
mon problems older adults encounter 
for which they request counseling 
services. 


The Problems and Promises of Medic- 
aid. Emily Friedman, American Hos- 
pital Association, 840 North Lake 
Shore Drive, Chicago, 60611. $2.50. 

Contains five articles that review 
how Medicaid began, analyze its es- 
calating costs, compare several state 
programs, present the views of Medic- 
aid officials and hospital administra- 
tors, and discuss prospects for the 
future. 


Drug Users and Emergent Organiza- 
tions. Harvey A. Moore, The Univer- 
sity Presses of Florida, 15 N.W. 15th 


Street, Gainesville, Florida 32603. 
$4.50. 
A study about the growth and de- 


velopment of three organizations, 
each of which is part of a commu- 


nity-wide response to the rising 
awareness of adolescents’ use of 
drugs. 


The evolution of the delivery of 
services to clients is examined by 
describing the development of agency- 
client relationships. 


Cutting Loose: An Adult Guide to 
Coming To Terms With Your Par- 
ents. Howard M. Halpern, Ph.D., 
Bantam Books, 666 Fifth Avenue, 
New York, 10019. $2.25. 

Offers concrete, practical advice— 
leavened with a sense of humor—on 
how to break out of the family’s mag- 
netic field and approach parents as 
one adult to another. 
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Children’s heroes enter war 
against childhood diseases. 

The mechanized stars of Star Wars, 
R2-D2 and C3PO, are teaming up 
with television’s venerable Captain 
Kangaroo to dramatize HEW’s cam- 
paign against the seven preventable 
childhood diseases. 

The robots and the captain will be 
seen on television commercials, for 
which public service time is being 
donated. Magazines and newspapers 
will carry public service ads, and the 
message will be heard on radio as 
well as appearing on transit cards in 
subways and buses. 

The campaign was launched in 
April, 1977 by HEW Secretary 
Joseph A. Califano, Jr., when he 
noted that 20 million children were 
not immunized against the seven dis- 
eases and termed it a “national dis- 
grace.” An indication of the cam- 
paign’s success is found in a survey 
conducted during the last quarter of 
1977 which showed that the incidence 
of measles fell 65 percent below the 
same period in 1976. A survey cov- 
ering the first three months of 1978 
showed the same decline in the in- 
cidence of the disease. 

A second objective of the cam- 
paign is to establish a permanent sys- 
tem to provide comprehensive immu- 
nization for the three million children 
born in the U.S. each year. Substan- 
tial progress is being made in real- 








izing this goal due to the cooperation 
of medical and social services organi- 
zations throughout the country. 


HCFA Receives Awards. 

The Health Care Financing Ad- 
ministration received awards for ex- 
ceptional achievement and effective- 
Ness in operating its programs at the 
annual HEW awards ceremony held 
recently in Washington. 

The agency received two of the 
three highest awards from Secretary 
Joseph A. Califano, Jr., for: 

e Improved design of the quality 
control system for Medicaid which 
will result in an estimated $275 mil- 
lion annual savings in Federal funds. 
The award was received by Dr. Victor 
I. Kugajevsky, acting deputy assist- 
ant director of the Medicaid Bureau’s 
Office of Financial Management. 

e Reduction of fraud and abuse 
in the Medicaid program, an award 
shared by HCFA’s Project Integrity 
Work Group and HEW’s Office of 
the Inspector General. 

The agency also received two of 
seven management awards presented 
by the Secretary. 


Increase in premiums 
for Medicare due July 1. 


The monthly premium for Medi- 
care’s supplemental medical insur- 
ance will increase 50 cents to $8.20, 
beginning July 1. This represents a 
5.9 percent increase, the same rate at 
which social security benefits in- 
creased during 1977. (Except for this 
protective feature of the Medicare 
law, which limits increases in the 
medical insurance premium to the 
previous year’s rate of increase in so- 
cial security benefits, the increased 
costs of the program would have re- 
quired a premium of $13.40.) 

At the same time, about 21,000 el- 
derly persons who are not automati- 
cally eligible for the hospital insur- 
ance part of the Medicare program, 
but voluntarily enroll in it, will pay 


| 

' 
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an extra $9 per month for coverage, 
their premium rising to $63. 

Noting that the premium for volun- 
tary hospital coverage and the deduc- 
tible for Medicare hospital insurance 
have doubled since 1973, HEW Sec- 
retary Joseph A. Califano, Jr., said: 
“This latest mandated increase is fur- 
ther evidence of the need for action 
on the Administration’s hospital cost 
containment bill to provide the 
American taxpayer and the senior 
citizen some relief from such sharply 
escalating hospital bills.” 





Medicaid upgrades system 


to save $275 million. 

Improving the system of verifying 
eligibility for the Medicaid program 
is expected to save about $275 mil- 
lion in Federal funds during fiscal 
year 1979, 

The revised system will help stop 
such losses as those cited by HCFA 
Administrator Robert A. Derzon for 
fiscal year 1977: 

e $1 billion from Federal and 
state payments made to_ ineligible 
patients. 

¢ $600 million due to not collect- 
ing from medical insurance companies 
covering Medicaid beneficiaries. 

e $200 million wasted due to 
claims processing errors. 

Before Medicaid pays a bill, the 
new regulations will require the state 
to determine if other medical insur- 
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ance coverage is available to the 
Medicaid patient. States will also be 
required to review for errors in claims 
processing to make sure that pay- 
ments to health care providers are 
based on complete and accurate 
claims. 

Final regulations issued recently 
by the Health Care Financing Ad- 
ministration require states to im- 
plement the necessary changes in 
their review systems by November. 
Changes for collecting from com- 
panies insuring Medicaid beneficiaries 
and improved claims processing must 
be made by July 1. 

Most state Medicaid agencies have 
begun planning for the required 
changes, and a phased implementa- 
tion is allowed where necessary. 


Pharmaceutical advisors 
named for HCFA. 


Nine persons have been named to 
the Pharmaceutical Reimbursement 
Advisory Committee, which partici- 
pates in setting of maximum allowa- 
ble costs (MACs) paid for prescrip- 
tion drugs under the Medicare and 
Medicaid programs. The appoint- 
ments bring the committee to its full 
15-member complement. 

Under the chairmanship of Dr. 
James Doluisio, dean of the College 
of Pharmacy of the University of 
Texas, Austin, the committee advises 
the Secretary and the HEW Phar- 
maceutical Reimbursement Board on 
MAC drug pricing. 

The new members are: Victor Bois- 
seree, pharmacist and chief of pur- 
chase plans for California’s Medicaid 
agency; Morris Boynoff, pharmacist 
of Mendicino, California; Dr. Gloria 
B. Jackson, Chicago physician and 
specialist on drug abuse and family 
health care; Dr. Rosalyn Cain King, 
pharmacist and consultant based in 
Silver Spring Maryland; Dr. Leonard 
Schifrin, professor of economics at 
the College of William and Mary; Dr. 
Irene Till, economist and consultant 






on the drug industry, Arlington, Vir- 
ginia; Fred Wegner, economist and 
drug legislation specialist for aging 
organizations, Washington, D.C.; 
Michael, Zagorac, Jr., Belleaire, 
Florida, pharmacist and vice president 
of Jack Eckerd Corporation, drug 
chain; and Michael Bongiovanni, 
president of E.R. Squibb and Sons, 
lac. 

Continuing members of the com- 
mittee are: Edward S. Albers, Jr., 
president and general manager of Al- 
bers Drug Company, Knoxville, Ten- 
nessee; Frederick M. Eckel, associate 
professor of hospital pharmacy at the 
University of North Carolina; 
Raymond A. Gosselin, president of 
Massachusetts College of Pharmacy; 
Alfred A. Mannino, corporate vice 
president of Marion Laboratories, 
Inc., Kansas City, Missouri; and 
Davis D. Thompson, M.D., director 
of the Medical Board of the New 
York Hospital. 
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CT scanners = under 
certificate of need level. 


Computer tomography scanners are 
now on the market at prices that allow 
hospitals in many states to buy them 
without certificates of need being 
required. 

Manufactures cite a number of rea- 
sons for the lower cost. Some ele- 
ments have been shown to be non- 
essential and they have been elimi- 
nated from newer modules, and more 


effective fabricating procedures have 
been developed. Competition has also 
played a significant role. When the 
first model was introduced in 1972, 
only one company was marketing CT 
scanners. Now at least 20 manufac- 
turers are producing them. In addi- 
tion, a market is said to be developing 
for reconditioned scanners. 

Federal regulations require health 
facilities that participate in Govern- 
ment programs to demonstrate need 
and justify expenditures for equip- 
ment costing over $150,000, although 
some states have set a lower limit. 

About 1,000 CT scanners are now 
in operation in the U.S., the majority 
in facilities with at least 500 beds. 


State begins substitution 
of generic drugs. 


Pharmacists and physicians in New 
York State have begun substituting 
generic drugs for equivalent brand- 
name products. 

The State’s list of drugs is part of 
a new program to reduce prescription 
drug costs without sacrificing quality. 
The FDA has called the drug list “an 
accurate guide to prescription drugs 
considered by FDA to be safe, effec- 
tive and equivalent in therapeutic 
performance.” 

The Pharmacy Society of New 
York State sought an_ injunction 
against the substitution on _ the 
grounds that it interferes with using 
their professional judgment, but a 
Federal District Court allowed it to 
go into effect, while taking the case 
under advisement. 

Under a recently passed state law, 
physicians may, after notifying the 
patient, instruct the pharmacist to fill 
a prescription with a less expensive 
product, provided it appears in the 
state’s approved list of equivalent 
drugs. The pharmacist is then re- 
quired to comply with the physician’s 
instructions. 


Continued on page 31 

















Dependent Adults Helped to Live 
in Community Settings. 























Hundreds of elderly and mentally 
impaired persons who cannot live 
alone are avoiding institutional care 
through a Pennsylvania program that 
provides supplementary income and 
social services. 

Persons placed in a certified home 
receive room, board, companionship 
and help with the daily routines of 
life, such, as personal hygiene, dress- 
ing, taking medications and writing 
letters. Needy persons enrolled in the 
program receive $325 a month—$178 
from the Federal supplemental secu- 
rity income program and $147 from 
the state. Of this, the enrollee keeps 
$50 a month for personal expenses. 

Currently 513 persons are living in 
these homes for about nine dollars a 
day each instead of in a nursing home 
for $25 to $30 per day, or in other 
facilities that may lack the services 
they need. About 60 percent are 65 or 
older. 

If a quarter of Pennsylvania’s nurs- 
ing home population could be placed 
in these homes, the savings would be 
about $100 million per year, says 
Dale K. Laninga, coordinator of the 
state’s Domiciliary Care Program. 

Each of the state’s 322 certified 
homes must meet rigorous fire, 
safety, health and sanitation stand- 
ards. ‘‘The most important service a 
domiciliary care home offers the resi- 
dent is an understanding and en- 
couraging family atmosphere that can 
make the difference between living 
and just existing,’’ says Mr. Laninga. 
“Yet the individual retains control 
over his own life and activities.” 

Before the domiciliary care pro- 
gram began in 1976, Pennsylvania of- 
fered few options to those who could 
no longer live independently, but did 
not need institutional care. A few 
counties sponsored adult foster homes 
which offered a less intensive level of 
personal care than nursing homes, 
but, generally, these homes served 
only the elderly or persons discharged 
from state hospitals. 

State officials were not ignoring the 
situation; indeed the concept of 
domiciliary care—community living, 
but with more intensive services—had 
been brewing for nearly a decade. In 
1974, Secretary of Public Welfare 
Helene Wolgemuth and director of the 
state’s Bureau of Aging Robert Be- 
nedict (now U.S. Commissioner on 


Aging) sought money to run such a 
program, but were unsuccessful. 

The need for alternative care inten- 
sified after the movement in the early 
1970s to take as many elderly, re- 
tarded, handicapped and mentally ill 
persons as possible out of large in- 
stitutions and place them in commu- 
nity settings. But this was often done 
with insufficient preparation and sup- 
port, and many persons ended up in 
boarding houses where their meager 
funds paid for room, board and serv- 
ices whose quality ranged from mar- 
ginal to bad. Simultaneously, infla- 
tion caused the cost of nursing homes 
to skyrocket, putting them out of the 
reach of many. 

The Domiciliary Care Program 
began in August 1976 after funds 
were authorized by the State Legisla- 
ture for income supplements for 
needy enrollees. ‘‘Without this sup- 
plement, the program would not have 
gotten off the ground,’’ says Mr. 
Laninga. Initially 28 persons were 
placed in a dozen homes. Some were 
homes that had provided facilities 
under a foster care program for the 
mentally retarded and were converted 
to domiciliary care. 


Key to effectiveness 


The program’s success to date, ac- 
cording to Mr. Laninga, can be at- 
tributed to its triple focus on: assess- 
ment of applicants’ needs, supple- 
mental income assistance, and place- 
ment in approved. and supervised 
homes. He points out that, in most 
other states, community care pro- 
grams have concentrated primarily on 
either income assistance or social 
services. 

Under an income assistance pro- 
gram the person typically receives 
enough money for living quarters and 
some personal care services. How- 
ever, locating a home is the person’s 
responsibility. On the other hand, 
programs stressing human services 
place the person in a supervised living 
arrangement with appropriate serv- 
ices. But he is responsible for the 
cost. As a result, resources are often 
exhausted, while the operators of the 
homes complain that payment is in- 
adequate for what is provided. 

Pennsylvania’s Domiciliary Care 
Program was designed to avoid these 
problems. Enrollees are certified as to 














ATypical County Program. 


York County, which consists 
mainly of small towns and fertile 
farm country, operates neither the 
largest nor the smallest program in 
Pennsylvania. 

The county has 20 certified 
domiciliary care homes which are 
divided between town and country, 
with several located on farms. 
Some of the homes converted, with 
their enrollees, to domiciliary care 
from mental health foster homes 
and programs connected with the 
county home for the elderly. 

Presently financed with $86,000 
a year from Federal and state Title 
XX social services funds, the pro- 
gram is mandated to place 150 
clients in 50 approved homes by 
the end of 1978. The program has 
a county coordinator and four 
caseworkers. 

‘*Matching the right clients with 
the right homes is our key to effec- 
tiveness,’’ says Program Coor- 
dinator Jim Knisley, who is a reg- 
istered psychiatric nurse and a 
long-time resident of York. 

After screening an applicant, a 
home is selected and a staff 
member accompanies him to the 
home for a visit. Preference in 
such matters as smoking, children 
and pets are explored by all par- 
ties. If that goes well, the applicant 
returns for an overnight visit. 

Denial of an applicant is rare, al- 
though several suffering from or- 
ganic brain syndrome, which can 
cause impaired judgment, have 
been turned down and referred in- 
stead to nursing homes. 

One success story Mr. Knisley 
likes to tell is about an 85-year-old 
woman who, after being independ- 
ent all her life, went into a psycho- 
tic state and had to be hospitalized 
after she found she was unable to 
shop for groceries, cook meals 
properly or pay her bills. Staff 
members visited her on the psy- 
chiatric ward and arranged for her 
to be placed with a congenial fam- 
ily. Surrounded with an “extended 


family’’ of husband, wife, three 
youngsters and an elderly grand- 
father, and relieved of stress, she 
has recovered all her faculties. 
Without domiciliary care, she 
probably would have been perma- 
nently institutionalized. 

The certification process of a 
domiciliary care home begins with 
a check of the owner’s personal 
and financial references, and con- 
cludes with the signing of an 
agreement. Although the operator 
of the home is expected to drive 
residents to medical appointments, 
other transportation services are 
available. To insure standards are 
maintained, homes are inspected 
quarterly. In addition, caseworkers 
visit residents monthly. The 
caseworker fills out a form for 
each visit, including how the $50 
pocket money was used, so there is 
no forgetting, misunderstanding or 
misuse. 

The owners of the homes attend 
monthly meetings for training, in 
such subjects as the aging process 
and recreation for the mentally 
impaired. 

‘There is excellent cooperation 
from community agencies,’’ says 
Mr. Knisley. The Area Agency on 
Aging provides various services, 
such as counseling and therapy for 
mental health patients, and there is 
a sheltered workshop for the men- 
tally retarded. We’ve had a few 
crises, including a stroke and sev- 
eral ‘walk-aways’ but the local 
psychiatric emergency service has 
helped with those. 

‘‘The mental health association 
sponsors picnics and parties to 
which all our clients are invited. 

‘‘From my experience in foster 
home administration, what makes 
this program superior is the degree 
of supervision of both the homes 
and the beneficiaries. The supervi- 
sion is close and residents have a 
much better quality of living than 
they would otherwise. They are in 
the mainstream of life, not in a 
warehouse or back room.”’ 








both income and need; homes are ap- 
proved only if they can provide the 
room, board and supportive services 
required. The applicants’ needs are 
matched with homes before place- 
ment. Through frequent monitoring, 
the placement agency makes sure that 
the resident continues to need care 
and that the home continues to 
provide it. 


Assessing applicants 


Careful assessment of the needs 
and problems of the person seeking 
care is necessary to insure he is 
placed in the most appropriate living 
situation, whether it is a domiciliary 
care residence, an institution or a 
home with social and health services. 

To be eligible for the program, 
adults must: (1) have demonstrated, 
over an extended period of time, mar- 
ginal social adjustment which pre- 
vents independent living in the com- 
munity; (2) not require intermediate 
care, skilled nursing care or hospital 
care on a 24-hour basis; (3) have no 
family or friends who can provide 
necessary support; and (4) lack suffi- 
cient in-home services for independ- 
ent living. 

A person is considered to be margi- 
nally socially adjusted when he has 
problems with such daily activities as 
purchasing food, fixing meals, 
housekeeping, laundry, taking medi- 
cation properly, personal grooming 
and handling financial matters. Those 
with a mental disability may have 
marked difficulties in social or per- 
sonal adjustment, such as an inability 
to develop or maintain appropriate re- 
lationships with others, deal construc- 
tively with others or make decisions 
necessary to achieve a basic level of 
functioning. 

‘In assessing a person, we consider 
his total situation,’’ says Mr. 
Laninga, ‘‘as none of these charac- 
teristics can be considered alone. A 
staff member completes a 20-item as- 
sessment form which is then 
evaluated. We look for factors that 
form a pattern of behavior, not just 
those that are occasional occurrences 
such as any of us might experience.”’ 

Adults handicapped by blindness, 
deafness, amputation, paralysis or 
birth defects may be candidates for 
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domiciliary care, provided they are 
independently mobile and ‘‘capable 
of self-preservation.’’ Some persons, 
otherwise capable, may need help 
with special diets or supervision of 
their medication, yet not require con- 
stant nursing or medical care. 
‘Incidentally, it is our policy not 
to break up a family unit when plac- 
ing a person. For example, in a few 
cases where a husband or wife only 
has needed care, we have arranged for 
the spouse to stay in the same 


domiciliary care home on a private- 
payment basis. The same is true of a 
mother with a dependent child.”’ 

For a lasting and effective place- 
ment, there must be a precise match 
between the home and the prospective 
resident. After a comparison on pa- 
per, a staff member from the local of- 
fice always arranges at least one visit 
to the home for the enrollee to be sure 
he likes it and vice versa. This is 
often followed by an overnight visit. 
The decision to move to a domiciliary 


home is made entirely by the prospec- 
tive resident, and he may reject the 
home for any reason—neighborhood, 
economic level or even ethnic 
factors. 

‘*We try to help the applicant find a 
home where there will be mutual 
interests—for example, crafts, gar- 
dening and other hobbies. We con- 
sider, as far as possible, wishes as 
well as needs.”’ 

Of the 2,399 persons applying to 
enter the program since it began, 





Dependent Adult Program* 


Source of Referral 











Living situation _ Mental _Mentally 
: Elderly Health Retarded Other 
at time of referral Program Program Program aly Total 
REE ED GBS 
Persons referred to program: 1,020 526 465 207 2,218 
From community 834 Pf AS. 363 75 1,647 
Living athome or in nursing home 720 260 169 165 1,314 
Converted from existing foster home 
or other agency sponsored living program 114 15 194 10 oS 
From institution 186 251 102 32 571 
Disposition of Referrals 
Persons denied certification 463 221 151 tt 912 
Persons Certified 394 233 282 68 977 
Persons placed in domiciliary care home 255 tt? 201 46 619 
Persons terminated after placement 70 20 21 7 118 
ose. 





*Cumulative figures since program started, July 1976 


**County Boards of Assistance, relatives. hospitals, physically handicapped programs, etc 














Persons Currently placed — = —_ — 513 
Persons awaiting placement — ~ 124 
Home Applications received 990 
Certification Homes inspected 768 
Applications denied 167 
Homes certified 452 
Applications awaiting action 149 
Homes withdrawn from program 74 
Certification cancelled 11 
VLAD 
Homes Currently in Operation 332 











about 45 percent have met the re- 
quirements for admission (see chart). 
Generally, those denied needed either 
a higher level of care than the homes 
provide or did not need as much. 
Some 63 percent of certified appli- 
cants have been placed; the remainder 
are awaiting placement. 


Financial qualifications 


Income supplement for the partici- 
pants is a major key to the program’s 
success, according to Mr. Laninga. 
Most (about 95 percent) of the per- 
sons presently enrolled qualify for the 
supplemental payment ($147.30 per 
month), because their incomes are 
less than $315 per month. The sup- 
plement enables the financially needy 
aged, blind and disabled to take part 
in the program. 

‘Guaranteeing $50 a month pocket 
money as our program does, gives the 
client a feeling of independence and 
self worth,’’ says Laninga, ‘‘Quite a 
few boarding homes outside our pro- 
gram take their residents’ entire sup- 
plemental security income checks for 
room and board, leaving them abso- 
lutely no money for other needs and 
incidentals. ”’ 

To qualify for the state’s supple- 
mental payment, a person must first 
be eligible for the Federal-state Sup- 
plemental Security Income Program* 
Payment begins when the person en- 
ters a certified home. Should he leave 
and not enter another certified home 
the state domiciliary care supplement 
stops, although his eligibility for the 
Federal supplement is not affected. 


Home certification 


A typical domiciliary care resi- 
dence is a private home in a resident- 
ial area occupied by one or two 
adults. Not infrequently, the operator 
of the home is a widow who has not 
given up, her large home after her 
husband’s death. Some 60 percent of- 
the operators are elderly, and the 
next largest group consists of couples 
under 30. One person is responsible 
for operating the home, with a second 


*Supplemental Security Income is available 
to all persons who are 65 or older, blind or 
disabled, and whose income and resources fall 
below a federally established minimum. 


person designated to act in his 
absence. 

At present, most homes certified by 
the program accommodate one to 
three persons. Program rules permit 
up to 13 in a home, but those 
facilities with four or more persons 
must meet more stringent standards. 

Before a home is certified under the 
program, it must meet detailed re- 
quirements. These relate to such mat- 
ters as water supply, sewers, heating, 
size of bedroom, window area, stor- 
age space, compliance with fire and 
safety regulations, furnishings, 
equipment, linens, repairs and exits. 

The operator of a home must also 
ensure that each resident has clean 
and proper clothing for all weather, a 
bathrobe, shoes, slippers, stockings, 
underclothing and toilet articles. At 
least three well-balanced meals are 
required daily, the first served be- 
tween 7 and 9 a.m., and the others 
about five hours apart, with no more 
than 14 hours between the evening 
meal and next day’s breakfast. Any 
medically prescribed dietary restric- 
tions must be observed. Wholesome 
food is to be served in a dining room 
or dining area (not a bedroom, except 
in case of illness). Clean and appro- 
priate dining chairs, tables, dishes, 
equipment and utensils are required. 

Those operating the homes are also 
expected to offer a supportive social 
environment, assist residents with 
personal care tasks and help them de- 
velop or maintain self-help skills. 

‘‘After all, one objective of 
domiciliary care is to help clients 
achieve maximum independence,’”’ 
says Mr. Laninga. ‘‘Since the pro- 
gram began, 118 persons or about 20 
percent of those placed have left it. 
Some improve to a point where they 
need less care and supervision, and 
may return to independent living. Of 
course, there are others whose condi- 
tions deteriorate despite good care. 
When this happens we help place 
them in a nursing home, hospital or 
other appropriate facility.”’ 

The program is also responsible for 
seeing that appropriate community 
services aré provided each enrollee, 
such as medical care, therapy, recrea- 
tion and transportation. Generally, the 
services are provided at no charge to 


the individual through arrangement 
with other community agencies. 

‘The $275 per month we pay cer- 
tified homes is well above the average 
charged by most boarding houses and 
foster care homes, so it is a great in- 
centive for people to seek certifica- 
tion. Of course, without the supple- 
mental payment from the state, this 
incentive would not exist.’’ The other 
approach to placement is where a 
state heavily regulates boarding 
houses and similar facilities without 
providing funds to upgrade them; this 
simply reduces the number of persons 
who will seek certification. Regula- 
tion is good, but alone it isn’t the en- 
tire answer to the problem. 

Finding homes that meet all the 
standards and homemakers who will 
provide good care has been one of the 
most challenging tasks of the pro- 
gram. To do this local staffs work 
with community leaders and groups to 
recruit individuals and families who 
might not otherwise consider offering 
their homes. Newspaper, television 
and radio publicity about the program 
also brings in candidates. In one case, 
an advertising firm was persuaded to 
prepare a recruiting TV commercial 
without charge. A 30-second an- 
nouncement boosting domiciliary care 
by the state’s lieutenant governor has 
proved to be an effective recruiting 
tool. 

Some 74 homes have dropped out 
of the program, while certification 
was withdrawn from 11. Usually, 
termination occurs because the home 
no longer meets standards, although 
occasionally it is the preference of the 
provider. 

Administering the program 

Coordination is the key to Pennsyl- 
vania’s domiciliary care program. 
Recognizing that many groups—from 
the infirm elderly to the physically 
handicapped—can benefit from such 
services, the Department of Public 
Welfare drew funds from the state’s 
aging, mental health, mental retarda- 
tion, income maintenance and visu- 
ally handicapped programs to set up 
domiciliary care. The chief executive 
of the program is the Commissioner 
on Aging, who has an advisory com- 
mittee consisting of members from 
the various programs. 
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In each region of Pennsylvania 
where the program is operational, an 
advisory committee works with the 
domiciliary care coordinator to make 
sure that concerns of all groups are 
addressed. The committee also offers 
technical expertise for each category 
of enrollee. In each of the four re- 
gions of the state, there is a 
domiciliary care coordinator, who is a 
member of the Department of Public 
Welfare regional staff. 

The same agencies are represented 
on the local review team that advises 
the placement agency staff. The local 
Area Agency on Aging, upon ap- 
proval by the Department of Public 
Welfare, serves as the placement 
agency. The domiciliary care staff as- 
sesses and places persons, inspects 
homes initially, assesses them periodi- 
cally, and regularly visits residents 
who have been placed to insure that 
all is satisfactory. 

As no specific funds are allocated 
to administer the domiciliary care 
program or to provide services, 
monies have had to come from myriad 
sources—Federal, state and local. 
Funds for social services, under Title 
XX of the Social Security Act, and 
for elderly programs, under Title III 
of the Older Americans Act, have 
been used, as well as state and 
county funds, voted by county 
commissioners. 

Program to expand 

HEW has funded a study to 
evaluate the effectiveness of the pro- 
gram. Some of the questions the study 
is expected to answer are: 

How well does the program attract 
foster and boarding homes and in- 
crease the number of improved per- 
sonal care facilities? What is the im- 
pact of a domiciliary care home on its 
residents? Where would this person 
have gone if the home were not avail- 
able? How effective is the program’s 
screening, assessment and placement 
of applicants? 

By the end of 1978, Mr. Laninga 
expects to have 1,000 domiciliary 
care homes in operation in the pro- 
gram’s 10 areas. 

Plans call for expanding the pro- 
gram statewide if additional funds, 
either from state or Federal sources, 
can be obtained. & 





Don’t Let The Silent Killer Silence You. 


It's called the silent killer because it usually has no 
symptoms. You might not even know you have it. But 
high blood pressure can lead to stroke, heart failure, 
and kidney disease. 

There isn’t any cure for high blood pressure. Not yet, 
anyway. But it can nearly always be controlled, and if 
you have it, you can live a normal, healthy life. 

Get a blood pressure check for yourself and every 
member of your family. Even the kids. If your blood 
pressure is high, see a doctor—and follow his advice. 


Don't let the silent killer silence you. 
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Most economists have suggested 
that increased insurance coverage has 
contributed substantially to escalating 
costs in the health care industry. In- 
surance coverage in other industries, 
however, has not necessarily led to 
substantial increase in the cost of the 
product. 

In the automobile repair industry, 
for example, insurers control the cost 
of claims by requiring multiple esti- 
mates or by inspecting damage prior 
to repair. Workman’s compensation 
insurers conduct safety inspections 
and use experience-rated premiums to 
encourage accident prevention. 

And, in dental insurance, akin in 
many economic and sociological re- 





Dr. Warren Greenberg is an 
economist with the Federal Trade 
Commission’s Bureau of Economics. 
This article is adapted from a paper 
presented at an American Enterprise 
Institute conference in Washington in 
December and is printed with permis- 
sion. The views expressed in the arti- 
cle are not intended to be, and should 
not be construed as representative of 
the views of any other member of the 
FTC staff or the Commissioners. 


by Dr. Warren Greenberg 


spects to traditional health insurance, 
there is active intervention by insurers 
in the dentist-patient relationship in 
order to control costs. 

A number of explanations have 
been advanced as to why health insur- 
ance firms have not been more active 
in controlling costs. They include the 
existence of physician-controlled 
health insurance, the tax laws which 
favor shallow coverage, the threat of 
boycott by providers and the nature of 
the physician-patient relationship. 
There is still another possible expla- 
nation for the lack of cost control— 
the current unconcentrated structure 
of the health insurance industry. 

It is the contention of the Health 
Insurance Association of America that 
insurers ‘‘have been unable to accom- 
plish as much in the way of genuine 
cost containment as they could be- 
cause of their inability to negotiate 
jointly with health care providers.’”’ 


Health insurance industry 


The private health insurance indus- 
try consists of the non-profit Blue 
Cross and Blue Shield plans and the 
for-profit insurers. The 74 Blue Cross 
plans, originally created by hospitals, 
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Can Health Insurance be Competitive? 


and the 71 Blue Shield plans, origi- 
nally created by physicians, are lo- 
cated in most of the SO states. In 
1976, Blue Cross, Blue Shield and 
other hospital-medical organizations 
had 50.1 percent of the total 
hospital-medical market. 

About 1,000 for-profit insurers 
throughout the United States cover 
hospital and physician expenses. Ac- 
cording to HIAA, no one firm has 
more than 3.6 percent of the entire 
health insurance market, while the top 
10 and the top 20 firms have less than 
22 and 28 percent of the market re- 
spectively. This does not preclude the 
possibility, however, that certain 
firms may have larger shares of local 
markets. 

What is the behavior of the for- 
profit insurers in terms of effecting 
cost control? 

It is implicit in economic analyses 
which discuss increased insurance and 
rising health care costs that insurance 
firms do not address themselves to 
cost control. In contrast, in a Feb- 
ruary 1977 survey conducted by 
HIAA, a number of findings suggests 
that health insurers do attempt to con- 
trol costs. Of the 30 largest for-profit 
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group health insurance carriers, a 
majority of the firms attempt cost 
controls by: 

e@ Covering the cost of outpatient 
pre-admission testing for elective 
surgery. 

e Covering the cost of second or 
third opinion for elective surgery. 

e Covering some types of preven- 
tive care, including well-baby care. 

e Promoting increased consumer 
awareness of deductibles. 

e Using organized peer review 
committees to settle disputed claims. 

e Using the HIAA prevailing 
charges program to monitor fees. 

Although it may be acknowledged 
that health insurers are attempting to 
control costs, the question of whether 
they have been successful remains an 
open one. For example, there is no 
claim from the insurance industry that 
insurers question physician practices 
in ordering tests, admitting patients or 
determining lengths-of-stay. In con- 
trast, in the dental industry there ap- 
pears to be a direct effort by insur- 
ance firms to control costs. 


Competition in dentistry 


Dental insurance has grown enor- 
mously in the past decade. In 1965, 
only 2,000,000 people were enrolled 
in prepaid dental plans offered by 
fewer than 100 employers. By 1976, 
however, 30 million people had den- 
tal coverage with more than 11,000 
employers. Dental insurance plans 
vary, as do health insurance plans, 
but may include benefits as extensive 
as the United Automobile Workers 
contract with the Aetna Life and 
Casualty Company wherein diagnostic 
and preventive services, general serv- 
ices and prosthodontics are included. 

Similar to the health insurance in- 
dustry, the share of the market con- 
trolled by the largest for-profit dental 
insurers is relatively small. Of the 30 
million beneficiaries in dental care 
plans in 1976, the for-profit insurance 
firms enrolled 18 million or 58 per- 
cent. The largest four for-profit car- 
riers, Metropolitan Life Insurance 
Company, Aetna, Prudential Insur- 
ance Company of America, and Con- 
necticut General Life Insurance Com- 
pany, had only 7.8 percent, 6.6 per- 
cent, 5.3 percent and 5.0 percent re- 
spectively of dental beneficiaries at 


the end of 1975. And, although there 
are fewer for-profit firms than in 
health insurance, the American Den- 
tal Association reports that there are 
more than 170 carriers. 

It is reasonable to conclude that the 
for-profit segment of the dental insur- 
ance industry can be classified, like 
the health insurance industry, as un- 
concentrated by any measure. 

How do dental insurance firms af- 
fect cost control? 

In many group dental plans, insur- 
ers review claims in two stages. In the 
first stage, the insurance carrier re- 
views a proposed treatment, which is 
expected to cost in excess of a certain 
dollar value, for its necessity and ap- 
propriateness. This review attempts to 
eliminate misunderstandings among 
the patient, the dentist and the insur- 
ance firm before work is performed. 
Second, dental consultants on the in- 
surer’s staff suggest alternatives to 
the treatment proposed by the dentist, 
if necessary. 

Under its United Automobile 
Worker’s contract, the largest prepaid 
dental contract in the United States, 
Aetna, for example, questions not 
only whether various procedures are 
covered but also ‘‘claims where the 
charges are for services and supplies 
which appear not to be necessary for 
treatment, or where the charges ap- 
pear to be above the prevailing charge 
level.’’ In addition, Aetna’s investi- 
gation of questionable claims might 
include: 

@ Discussion of the treatment with 
the dentist. 

e@ Examination of dental x-rays, 
study models, etc. 

@ Review of cases by professionals. 

e@ Examination of the patient. 

© Referral to the local dental soci- 
ety review committee. 

Unlike health insurers, dental in- 
surers seem willing to question pro- 
fessional practices. Under competi- 
tion, dental insurers have incentives 
to control costs to insure that their 
premiums are competitive with other 
firms in the market. 

The unconcentrated dental insur- 
ance market does not appear to be a 
deterrent to Aetna’s behavior. It is 
doubtful, since Aetna monitors not 
only the services which are covered 
but also the professional’s procedures 


and fees, that the company could be 
more comprehensive in its surveil- 
lance if the industry were more 
concentrated. 

Is it possible that health insurers, 
with many of the same incentives as 
dental insurers, might be more ag- 
gressive if the industry were more 
concentrated? 

One might argue that regardless of 
the structural configuration, health in- 
surers might not be able to perform 
like dental insurers. Although all in- 
surers have similar incentives to 
maximize profits, and both dental and 
medical insurance include involve- 
ment with professionals, greater un- 
certainty of outcome, greater risk of 
certain procedures, greater ignorance 
of the consumer about medical proce- 
dures, and more emergency or quasi- 
emergency treatments, may force 
health insurers to behave differently 
in degree than dental insurers. 

However, if dental insurers can 
vigorously control costs in an uncon- 
centrated market, surely a lesser de- 
gree of vigilance by health insurers 
should not be hampered by the uncon- 
centrated health insurance industry. 
Possible cost controls 

One might suggest a number of 
methods for insurance firms to control 
costs if granted an antitrust amend- 
ment encouraging cooperation. Firms 
might attempt to secure a discount on 
charges from hospitals, such as the 
discount Blue Cross receives in most 
sections of the country. 

If health insurers were to receive a 
discount similar to the one received 
by Blue Cross, however, this would 
not lower costs for all those insured, 
since there would be no reduction in 
real resources used. It would involve 
an equivalent amount paid to hospi- 
tals by health insurers and Blue 
Cross, and an income transfer from 
those insured by Blue Cross to those 
insured commercially. Firms might 
cooperate in the collection and publi- 
cation of data on fees and procedures, 
to attempt a more aggressive negotiat- 
ing stance, but the dental experience 
suggests that firms need not combine 
to do this.* 


* Professor Mark Pauly of Northwestern 
University has suggested to me that a single 








It is possible that greater efforts 
might be made to review the construc- 
tion or expansion of hospitals, but 
there are certificate-of-need laws and 
health systems agencies with this 
objective. 

On the other hand, what incentive 
might a combination of firms have to 
control costs if competition among 
them were to be removed? How 
would a combination of firms affect 
the entry of new firms? What rela- 
tionship would the insurers have with 
Blue Cross? What would be the re- 
sponse of physicians and hospitals? 
Would combinations of physician 
groups and hospital groups emerge as 
in Western Europe? Would a bilateral 
monopoly price for physician and 
hospital services result? 

Empirical evidence for these ques- 
tions is lacking. There is wide varia- 
tion in the market shares of Blue 
Cross plans across the United States, 
however, and a cross-section exam- 
ination of the effects of Blue Cross 
plans might shed some light on the 
health insurance. industry .** 
health insurer may be reluctant to engage in 
cost control efforts since other insurers will be 
able to reap the benefits of lower costs without 
expending their efforts to contain costs (the 
economist’s free rider principle). I agree that 
there are internal costs to insurers in their cost 
control efforts. These costs may include the 
risk of alienating the providers and patients, 
the threat of boycott by the providers, and the 
transactions costs in monitoring the practices 
of physicians and hospitals. However, it is not 
clear that the benefits from cost control will 
always accrue to other insurance firms. For 
example, if one firm institutes a paid second 
opinion for elective surgery, any benefits need 
not accrue to another firm. Another example is 
the use of deductibles and coinsurance in in- 
surance plans where benefits accrue to the in- 
suring firm only. 

When one analyzes not a single physician 
and his procedures, but hospitals which pro- 
cure equipment used by many physicians, Pau- 
ly’s point may be well taken. However, to the 
extent that physician’s use of tests and proce- 
dures are examined, the pressures on hospital 
procuremefit may be modified. 


** A cautionary note is in order. Blue 
Cross plans may have incentives different 
than private insurers because of the non-profit 
nature of the plans and their attachment to 
hospitals. However, the most commonly ex- 
pressed incentive, that of maximizing the 
number of its subscribers, makes little or no 
difference in this analysis. Blue Cross still 
has incentives to control costs in order that 
their premiums be competitive. Furthermore, 


The Blue Cross plan market share 
of the total persons insured for hospi- 
tal expenses ranges from 21.0 percent 
in Arizona to 82.0 percent in Rhode 
Island. One can hypothesize, given 
the expectations of the proposed 
HIAA amendment, which would 
allow insurance firms to jointly 
negotiate with providers, that the 
greater the Blue Cross market share, 
the more effective the cost control. 
Therefore, in a statistical analysis, 
one could test, using Blue Cross mar- 
ket shares as a proxy, what the effect 
of different insurer market shares may 
have on cost containment. 

A Statistical analysis tested the ef- 
fect of the share of the market of Blue 
Cross on hospital use and maternity 
length-of-stay rates of Blue Cross 
members, holding a number of vari- 
ables constant.+ In the first equation, 
in a cross-section analysis of the 
United States in 1974, hospital utili- 
zation rates by Federal Government 
enrollees with Blue Cross high-option 
coverage, were regressed on the Blue 
Cross market share, income per 
capita, physician-population ratio, 
bed-population ratio and the average 
temperature. 

Since all Federal employees have 
the same benefit package, variation 
in utilization due to extent of coverage 
was controlled in this analysis. A 
positive, but nonsignificant, relation- 
ship was found between the Blue 
Cross market share and hospital utili- 
zation rates. 

In the second equation, maternity 
length-of-stay for Federal employees 
was used in lieu of hospital utilization 
rates in an attempt to control for age, 
sex, weather and reason for hospitali- 
zation. The Blue Cross market share, 
per capita income, and the bed- 
population ratio were the independent 
variables. 

These results, in contrast to the 
first equation, showed a significant, 
positive relationship between Blue 


Blue Cross attachment to hospitals appears to 
have diminished. 


+ Hospital utilization rates, or patient days 
in hospital per 1,000 enrollees, are not, of 
course, the same as costs. However, if utili- 
zation is controlled, in the long run costs are 
bound to be affected. 


Cross market share and maternity- 
length-of-stay, indicating that the 


lower the Blue Cross market share, ' 


the shorter the length-of-stay for 
maternity patients. 

These results suggest that the Blue 
Cross plans with comparatively lower 
market shares may engage in greater 
control of hospital utilization.++ In 
contrast, in the high Blue Cross mar- 
ket share areas, Blue Cross may not 
have the incentives to effect utiliza- 
tion review. (Although, in general, | 
would agree with the proposition that 
firms, regardless of monopoly power, 
have incentives for cost control, it 
may not be applicable here since con- 
trolling costs imposes costs on the in- 
surer as described above. With a dom- 
inant, and perhaps insulated position, 
Blue Cross may elect not to incur 
these costs.) 

The foregoing analysis, although a 
beginning, cannot provide the defini- 
tive answer as to the best configura- 
tion of the health insurance industry 
for cost control. The topic is much 
too complex. 

However, in the dental insurance 
industry, firms were able to control 
costs to a degree even with relatively 
low market shares, and, in the health 
insurance industry, evidence indicates 
that Blue Cross was more successful 
in controlling maternity length-of-stay 
in states where their market shares 
were lower. Nevertheless, a complete 
understanding of the differences, if 
any, between dental and health insur- 
ance, and additional empirical work 
using health insurance rather than 
Blue Cross data, ought to be at- 
tempted. Furthermore, a model of in- 
surer behavior, taking into considera- 
tion the employer, the consumer, and 
the providers, should help shed more 
light on these important issues. a 


++ Frech and Ginsburg recently found a sig- 
nificant positive relationship between the Blue 
Cross market share and the price of hospital 
care (a weighted average of charges for semi- 
private rooms), using 1969 state data. This re- 
sult appears to be consistent with the conten- 
tion that high market shares reduce incentives 
for cost control. See H.E. Frech III and Paul 
B. Ginsburg, ‘‘Competition Among Health In- 
surers’’ in U.S. Federal Trade Commission, 
Bureau of Economics, Competition in the 
Health Care Sector: Past, Present, and Fu- 
ture: Conference Proceedings, forthcoming 
(edited by Warren Greenberg). 
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| Study says physician fees 


rising at disturbing rate. 

Costs of physicians’ services are 
increasing at a disturbing rate—1% 
times as fast as other consumer prices, 
according to a study issued recently 
by the Council on Wage and Price 
Stability. 

Last year, physician fees rose 9.3 
percent, following a pattern spanning 
nearly three decades, the council re- 
ported. Between 1950 and 1977 fees 
increased 43 percent faster per year 
than non-medical prices. The in- 
creased cost to the consumer is even 
greater, encompassing not only the 
higher fees, but also population 
growth and increased physician serv- 
ices. This represents a dollar increase 
of from $2.7 billion in 1950 to about 
$35 billion in fiscal year 1978. Of 
this increase, 60 percent resulted 
from higher fees, with the remainder 
caused by population growth and an 
increase in the quantity of physician 
services, such as diagnostic tests and 
more frequent visits. 

The study shows that the median 
income of self-employed physicians— 
$63,000 in 1976—is higher and has 
risen faster than that of any other 
major group for which income data 
are available. Among broad speciality 
groups, pathologists and radiologists 
had the highest annual earnings, es- 
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timated at about $100,000 in 1975. 

One frequent explanation for high 
physician income is that it is neces- 
sary to attract an adequate supply of 
applicants in the profession. How- 
ever, rates of return on investment in 
medical training far exceed rates of 
return for training in other fields, the 
study concludes. 

The rapid growth in physicians’ 
fees and consumer outlays for their 
services is said to be attributed to 
several causes: anticompetitive prac- 
tices of organized medicine prior to 
1965 (which will not, however, be 
a contributing cause of physician fee 
inflation in the future); recent pay- 
ment practices by medical insurance 
companies that result in the physician 
virtually determining his own fee; and 
dramatic improvement in the medical 
care system combined with the will- 
ingness of the American people, with 
higher incomes and better insurance 
coverage, to pay for it. 

The supply of physicians continues 
to rise, and the study notes evidence 
that a substantial proportion of new 
physicians are practicing in already 
oversupplied areas, possibly inducing 
demand for their services and raising 
their fees. Thus, additional physician 
and hospital costs may be generated 
in these areas, with little improve- 
ment in overall health care. 
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Dr. M. Keith Weikel, former di- 
rector of HCFA’s Medicaid Bureau, 
has been named corporate vice presi- 
dent of American Medical Interna- 
tional, Inc. of Beverly Hills. He will 
be headquartered in Washington. 

Thomas M. Tierney, who has head- 
ed the Medicare program since its ear- 


ly years, has announced he will step 
down as director of HCFA’s Medi- 
care Bureau to become a regional 
commissioner of the Social Security 
Administration. He will be based in 
San Francisco. 





Few new medicines found 
superior to old ones. 


Only 6.4 percent of new prescrip- 
tion medicines approved by the Food 
and Drug Administration during a 
two-year period offer “important 
therapeutic gain” over existing prod- 
ucts, while 15 percent offer moder- 
ate therapeutic gain and 79 percent 
show no advance. 

These findings were reported by 
FDA’s Bureau of Drugs, which eval- 
uated 170 medicines that the agency 
approved for sale between October 
1975 and January 1978. 

Under current laws, a new medi- 
cine need not be better than or even 
as good as drugs already on the 
market to receive approval. Com- 
panies often market established drugs 
under new names or develop their 
own version of another company’s 
drug. In such cases there are no 
therapeutic advances. In any event, 
the medicine must only live up to 
claims made about it and be safe and 
effective. 
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Nursing Home Costs Halved 
byHome Maintenance Program 


by Ruth Shepherd 

A new program of home and com- 
munity services in Oregon is helping 
some 5,000 poor elderly residents 
stay in their own homes. The average 
monthly cost per person is about $120 
compared with about $255 per month 
for a nursing home bed.* 

The typical Project Independence 
client is white, female, aged 75 years, 
widowed, and has less than $3,000 
annual income from private sources 
and social security. She lives in her 
own home, probably has been re- 
cently hospitalized, and has problems 
of circulation, arthritis and respiratory 
disorders. She is partially or totally 
housebound. Monthly services for the 
typical client average: 23 hours of 
homemaking services, 2.5 hours of 
home health services, 13 free rides, 
10 home delivered meals and one 
hour of counseling. 

Among the other services offered 
are: telephone reassurance (someone 
regularly telephoning the enrollee to 
be sure all is well), ‘‘friendly visit- 
ing,’’ counseling, chore service, 
home health care, home-delivered 
meals and transportation. Some 90 
percent of the total statewide services 
are delivered to enrollees in their own 
homes. 

Free service is provided a person in 
a high risk category whose individual 
income is $3,000 or less per year 
($5,000 if living as part of a couple). 
Eligible persons whose incomes are 
above those levels pay according to 
their ability. 

The major criteria for admission to 
the program is that the person must be 
60 years of age and in great risk of 
being placed in an institution within a 
year. Project Independence workers 





*In 1977, state and Federal funds together 
provided about $255 for support of a nursing 
home bed. of which Oregon paid $180. 





Ruth Shepherd is assistant adminis- 
trator of Oregon's Office of Elderly 
Affairs and coordinator of the Gover- 
nor’s Commission on Aging. From 
1973 to 1975, she was an administra- 
tive assistant and consultant to the 
state's House Committee on Aging. 


use an intake form designed to help 
them assess the needs of the indi- 
vidual and rate the risk of in- 
stitutionalization for each applicant. 
(See accompanying form.) 

Risk factors include: difficulty with 
shopping, working, housecleaning 
and transportation; disabling health 
problems; limited mobility; problems 
with vision, hearing or teeth; need for 
medical care or hospitalization; loss 
of spouse or relatives; housing prob- 
lems; and financial difficulties. 

If the number of risk points totals 
35 or more, the applicant is eligible 
for the program. In the winter of 
1977, the average number of points 
for enrollees in the program was 72, 
with 67 percent scoring over 60. 
Early in the operation, 97 percent of 
the enrollees were judged by an inde- 
pendent evaluator to be at very high 
risk of needing institutional care 
without Project Independence 
services. 

Services provided 

Many of the more populated areas 
had some capacity to serve the new 
enrollees, but rural areas varied in 
their ability to respond, with some of- 
fering virtually no services. As a re- 
sult, and with approval of the Gover- 
nor’s Commission on Aging, the Of- 
fice of Elderly Affairs set aside about 
one-third of the initial funding for 
start-up efforts in districts that needed 
to, say, establish a bus route or put 
together a homemaker service. 

Throughout the program, home- 
making has been the most commonly 
needed service, but one for which 
there were relatively few sources in 
rural areas. Now, a number of new 
private and non-profit organizations 
have developed. 

Services have been given standard 
definitions and are provided by local 
service provider agencies under con- 
tract with local Area Agencies on 
Aging. 


Evolution of the program 

A search for alternatives to nursing 
home care began to take shape in 
1971 stimulated by ideas gained by 
Oregon’s delegates to the White 
House Conference on Aging that year 


and by the relatively new Older 
Americans Act. Elderly activists from 
the Governor’s Commission on Aging 
and the Oregon State Council of 
Senior Advocates prodded state legis- 
lators, administrators, and local offi- 
cials to accelerate action to help 
elderly persons remain in their own 
homes. 

Governor Bob Straub joined the 
advocates on his election in 1975, and 
developed and implemented a two- 
year program of “supportive social 
services for persons aged 60 or older.” 
That launched Project Independence. 

Oregon’s Project Independence was 
begun in 1975 because state officials 
and legislators became aware that: 

e There were very few options 
available to elderly persons who had 
difficulty managing at home other 
than entering nursing homes. 

@ Public dollars were more readily 
available for nursing home care of 
low-income persons than for alterna- 
tive care. As a result, at least 15 per- 
cent of Oregon’s nursing home popu- 
lation did not need medical care on 
the day of admission. 

@ Many low income persons be- 
come dependent on public funds (wel- 
fare) when admitted to a nursing 
home—or soon after. 

©@ Most elderly persons and particu- 
larly those who really don’t need 
nursing home care prefer to remain in 
their own homes. 

@ Services provided at home can 
often be effective—and less expen- 
sive—than nursing home costs. 

Too often, when a decision is made 
for an elderly person to leave home 
for institutional care, it is only be- 
cause a woman’s stiffened shoulder 
joints make it hard for her to fasten 
her dress in back and reach her cup- 
board, or an otherwise healthy man 
experiences sudden and deep feelings 
of loneliness and despair upon being 
widowed. 

A total of $929,000 was appro- 
priated for the Department of Human 
Resources for program operations 
from July 1975 through June 1977. 
The department sought recommenda- 
tions for program objectives from the 
Governor’s Commission on Aging 





— 



































Risk Assessment Points| Hospitalized 1. Yes 
_____|__ (Within Last Year) __10 pts. dies 
: and del 
Currently Seeing ‘| 1. Yes pst 
tS te sibility 
aia ar Affairs. 
Problems % Proje 
sth , Cook 10 pts ae 
Difficulty with/or Se es: | —— Needs yl 1. Yes > allocatec 
in need of Light Housekeeping Medical Care 2.No managec 
1. Yes | Chore/Heavy Agencie 
2.No Housecleaning Current Social ge write C¢ 
ie tae Loss of Spouse se 
Home Repair Condition t— “ agencies 
= (Within Last Year) Loss of Relatives/Friends : 
Basic Marketing 5pts. | 1. Yes = Typical 
OME eae Tee ae 2. No Of th 
| Shoppin = Needs more 
soiitiies percent 
7 eG |S a Te a Rat, eT RRR ee Social Contact 5 pts 
| InHome Care 10pts alone, 5 
Sey ee ec ys PL eee ‘wath percent | 
Instruction Housing tA cept Project I 
aI Status | oa eA p 
: —=) SiGMnor 
| Transportation Spts. | is hard ¢ 
ae | lives alo 
Health -—) Condition || 1. Adequate drive, bt 
eae Caseiiben | | Circulatory Castaic teiiihd htcn taleieanamnent et eae te 2.Inadequate 5 pts ‘T’ve bi 
c ' [| ’ says, “‘b 
| Respiratory Type Dwelling | | 1. Single Family 
L es | 9 Duplex everyone 
1. Severe | Digestive 3. Apartment pendenc 
2. Moderate t—| 4. Mobile Home personal 
3. Mild | Diabetes 5. Group Quarters ice and 
Eel é 
| = —— m 
| Arthritis Protective [| 1.Yes orn 
EachSevere Spts. [| ory Legal Services L_t 2.No eae as 
Each Moderate 2 pts baci sree ee eer eee a ia no famil 
| Cancer second-f 
pou : a 
a Economic Social Securit own COO 
| = | Malnutrition Conditions |_| y indepen 
| | Emotional Stress Benefits Medicare | teer fror 
oy = phone h 
| | Other Pension transport 
er 1. Yes el au 
ee 2.No VA 
Mobility | | —| confused 
1. Good (Score One Only) L__ Public Assistance sion, lit 
2 Partial we we we ww wo ww ww we ee ees 5 pts ron cluttered 
SUISUBEDOUAG oc ee ie ow en ei ee 10 pts. SSI ew ohn 
BURGOS she ce on ae eee eee oe eee 10 pts. _- a 
Food Stamps goes to 
Wheelchair [ | 1. Yes <= . lunch. 
bal 2. No Medicaid housekes 
ment anc 
a - th a 
Vision | — visits re} 
1. Adequate ' ile =i and lega! 
AR sic actlchs niacin ce ouadetes when Ye ene 3pts. | ____|__ Financial Difficulty | 1. Yes . 
OMBING ses Seen ea a see ee eee B56) | 2) Syne [eee 5 pts | 2.No Day car 
1. Has, wears Estimat When 
3. Has no glasses y grams fc 
: day car 
ii | | Estimated BEREa were fun 
equate 
Pe eNAN GN ont Ate tee eS 3 pts Yearly Income etm 
SMIDR Als oe Hoe es Soe ca ae Ce eae Sees Bite] ef) ee : 
=a ens home-lik 
H H as, wears juste ncome 
Hearing Aid |__| 2 Has. does not wear | | | | | vo bec 
3. Has no aid soaps 
Wants to term th 
Teeth | | 1. Adequate | ; a Work lonely, 
2. Inadequate tae ial; 
: 2. No Volunteer — 
| Total “At Risk” Points 




















and delegated administrative respon- 
sibility to the Office of Elderly 
Affairs. 

Project Independence monies are 
allocated to all areas of the state and 
managed at the local level by Area 
Agencies on Aging. The local AAAs 
write contracts with local provider 
agencies. 


Typical enrollees 


Of the current enrollees, about 70 
percent are women, 58 percent live 
alone, 56 percent are widowed and 67 
percent are 75 or older. Some typical 
Project Independence enrollees are: 

eA partially paralyzed man, who 
is hard of hearing, has few teeth and 
lives alone in an isolated area. He can 
drive, but seldom sees his neighbors. 
‘I’ve been in a nursing home,’’ he 
says, ‘“‘but you get so you hate it and 
everyone around you.’’ Project Inde- 
pendence keeps him independent with 
personal care from a homemaker serv- 
ice and occasional help in cleaning 
his home. 

e An elderly widow, who is nearly 
blind and must walk with a cane, has 
no family. She lives. in a small, neat, 
second-floor apartment and can do her 
own cooking and housework. Project 
Independence arranged for a volun- 
teer from the senior center to tele- 
phone her regularly and to provide 
transportation to help with shopping. 

@ A woman of nearly 90, somewhat 
confused and with only peripheral vi- 
sion, lives in an apartment whose 
cluttered state distressed her landlord. 
Now she gets help with shopping and 
goes to the local nutrition site for 
lunch. Under project funding a 
housekeeper helps clean her apart- 
ment and a protective service worker 
visits regularly to assist in financial 
and legal matters, and other needs. 


Day care 


When Project Independence started 
in 1975, Oregon had no day care pro- 
grams for the elderly, so two small 
day care demonstration programs 
were funded under the project. 

Both day care centers are in the 
Portland area and feature a pleasant 
home-like atmosphere. Some patients 
have been recently discharged from 
hospitals and are referred for short- 
term therapy; others are isolated, 
lonely, frail persons who need to 
socialize and be assured of at least 
ne nutritious meal per day. 


Services emphasize social ac- 
tivities, crafts and games, and the hot 
noon meal, but include some nursing 
services as well as occupational and 
physical therapy. The centers are 
open weekdays from 7:30 a.m. to 
5:30 p.m. 

Transportation to and from the cen- 
ters is arranged through a variety of 
local agencies and volunteer services 
for the elderly. Generally, the partici- 
pants fall into one of three categories: 

@ Those who live with younger 
families that for one reason or another 
can no longer take care of them 24 
hours a day. (Perhaps the wife has 
taken a job outside the home.) 

® Those living alone have been 
isolated so long they need stimulation 
from an outside source. 

© Those discharged from hospitals 
who physicians refer for occupational 
or physical therapy. (One such 
woman who had a stroke that affected 
her right side had difficulty in prepar- 
ing meals. At a day care center, she 
learned to cook with her left hand.) 

The two centers have aroused con- 
siderable interest and inspired some 
efforts statewide toward establishing 
further day care services. Area Agen- 
cies on Aging in several parts of the 
state are currently considering day 
care in their planning for 1978-79. 


Administrative costs low 


When Project Independence began, 
the legislature required that all funds 
be spent on services rather than ad- 
ministrative costs for the first 18 
months. Thus, the program was 
‘‘piggy-backed’’ on the existing man- 
agement structure of the Area Agen- 
cies on Aging throughout the state, 
which are largely federally supported. 
Governor Straub credits these agen- 
cies for their concentrated efforts to 
establish Project Independence serv- 
ices during the initial two years of the 
project. The program’s early succes- 
ses must be attributed in large part to 
the continuous cooperation of the 
Area Agency staffs. 

At this time, Project Independence 
enrollees and fiscal reports are sub- 
mitted separately from records which 
report services rendered under the 
Older Americans Act. The Area 
Agencies are responsible for man- 
agement of contracts written with 
local providers of Project Independ- 
ence services. 

Project Independence receives no 


Federal dollars. (Oregon long since 
reached its Federal ceiling for social 
services under Title XX of the Social 
Security Act.) 

Other factors in keeping costs low 
are: (1) extensive use of employees 
paid by the Federal Comprehensive 
Employment and Training Act to 
provide services, such as homemak- 
ing; and (2) some 40 percent of ser- 
vices are relatively low in cost or 
performed by volunteers, such as 
telephone assurance, transportation 
and friendly visiting. 

For the current two-year period 
(July 1977-June 1979), the legislature 
approved the department’s recom- 
mendation to allocate five percent of 
the total funds for administrative 
costs. Two percent are assigned to the 
state-level Office of Elderly Affairs, 
with three percent to the Area Agen- 
cies on Aging. Even with added ad- 
ministrative costs, it is expected that 
expenditures will be below the $180 
per enrollee that is the state’s share of 
a welfare nursing home bed. 


Improving the program 


The program has received national 
attention through a seven-minute 
segment that appeared on an NBC 
network news program in June 1977. 
The camera crew (with permission of 
enrollees) went into enrollees’ homes 
to illustrate how program services 
helped them remain independent. 
This stimulated inquiries from all 
parts of the country and even from 
England. 

Now, very few parts of the state 
offer the full range of alternative serv- 
ices necessary to give the frail elderly 
all options that are needed for indi- 
vidual appropriate care. The Office of 
Elderly Affairs and Area Agencies on 
Aging are continuing an effort to plan 
and develop those additional options. 

Governor Straub, the Commission 
on Aging and the Oregon legislature 
are pleased with the results of Project 
Independence. Testimony to this is 
that the legislature appropriated $2.75 
million for the program for the two- 
year period beginning July 1977— 
nearly three times the appropriation in 
the previous two-year period. This 
makes possible expansion of services 
to many more persons (it is estimated 
that the project now serves about 
one-fifth of those eligible) and im- 
provement of the administration of 
the program. 











4 He will never find the answer if he can't see the problem. If your 
eeing child needs glasses, the Medicaid Program can provide them. Just 
e@ as we provide immunizations against polio, whooping cough, 
and measles... treat anemia, TB, and sickle cell disease. To 
ee & find out if your family is elegible, contact your local Social 


& 
believin Service or Welfare Office today. Medicaid. Worth looking into. 
@ Fora free supply of these posters, write: Editor, the Forum. 
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by John Piper 

In January, Idaho’s method for pay- 
ing Medicaid bills switched from a 
mechanical operation to a highly- 
computerized system, and early indi- 
cations support estimates that the new 
system will save about $1.4 million 
annually. This savings is expected to 
accrue because the new system will 
help spot duplicate billings, and bill- 
ings for unnecessary and unauthorized 
treatment. 

‘‘Comparing our new Medicaid 
Management Information System to 
what we formerly had is like compar- 
ing the first Stone Age cart with 
round wheels to a Rolls-Royce,’’ says 
Jim Wilson, administrator of the 
State’s Division of Welfare, Depart- 
ment of Health and Welfare. 

The annual operating cost of the 
system is about $600,000 or $1.25 for 
each of the 480,000 claims processed 
annually. Of this, the Government 
will pay 75 percent of the operating 
costs after the system receives Fed- 
eral certification, compared with 50 
percent the Government pays states 
that do not have such a system. 

In addition to saving money, the 
new system will pay 90 percent of the 
claims within 30 days. With the old 
system, it took between 60 and 90 
days to pay them. 

Under the old system, claims from 
health providers were examined by 





John Piper writes for Serving, the 
newspaper of Idaho’s Department of 
Health and Welfare. This article is a 
condensation of an article which ap- 
peared in Serving. 





Idaho to Save $14 Million Annually 
in Processing Medicaid Bills. 





employees who tried to spot duplicate 
billings, errors or fraudulent claims. 
Although a computer was used, it was 
nonetheless largely a hand operation. 
The computer was equipped to screen 
bills for less than a dozen items, but 
‘‘didn’t catch a whole lot,’’ according 
to Mr. Wilson. 

With the new system, the computer 
can screen hundreds of items and can 
virtually eliminate duplicate billing. 
This reduces ‘‘human time’’ so it can 
be focused on evaluating claims the 
computer has rejected and spot check- 
ing the reports generated by the com- 
puter. ‘‘The new system will not re- 
sult in reduced staff,’’ says Mr. Wil- 
son, ‘‘because the operation was se- 
verely understaffed in the past. The 
division’s claims have been processed 
by 13 persons, compared to another 
state which employees 80 persons to 
handle about the same number of 
claims.”’ 

To avoid front-end development 
cost, the state elected to contract for 
development of the system rather than 
engineering its own. 





Computer terminals, located in the 
division’s Boisie office, transmit data 
via telephone lines to the contractor’s 
computer in San Francisco. Retrieved 
information is displayed on the termi- 
nals’ visual display units. 

Although cost control is the pri- 
mary goal of the system, there are 
many side benefits. Where the old 
system was basically a mechanism to 
spot check for duplicate billings, the 
new system will provide management 
with a wealth of information. For 
example, the computer can be pro- 
grammed to provide information 
about such things as trends in expen- 
ditures, which can come in handy at 
budget time. 

It can also check whether the 
treatment given was the generally ac- 
cepted treatment for a diagnosis, and 
whether the service performed is 
within the medical policy guidelines 
approved by the state legislature. 

The system can also be used to im- 
prove the quality of health care. For 
example, if it finds that a certain 
physician is prescribing far more 
doses of a drug than the average, the 
physician may be overusing the drug 
and can be persuaded to cut down. 

From the time the system was con- 
ceived four years ago until it became 
operational on the first business day 
of this year, many barriers had to be 
hurdled and many problems had to be 
solved. ‘‘What kept the staff going 
during this ordeal,’’ according to Mr. 
Wilson, ‘‘was the knowledge that we 
would be able to do a better job, 
while saving two to three times the 
operating costs each year.”’ 8 




















WA NS 

SX 

w 

NS 

\ S WS 

we ‘yl 

Se A gy 
Sd W 


N) 
aw 











~~ 





Any 
that m. 
for loc 
Certait 
as one 
cessful 
the sil 
Medic: 
of the 
ings al 
its futu 

In re 
dowed 
never 
wheth« 
have < 
care SI 
Medic 
tional. 
quite s 
preher 
tion. 
makin; 
rection 
immen 

Exce 
even t 
standa 
tially 
saving 
dren, 
physic 
is ple: 
charit: 
local | 
sacrific 
turn fo 

The 
tive ol 
found | 
occurr 
that M 

Bill 
care’s 
has be 
care P. 


NRE eatin aaiiiisasanenetl 





Medicare Counts Successes 
on HEW's 25th Anniversary. 


Any birthday, and particularly one 
that marks a quarter century, is a time 
for looking back and looking ahead. 
Certainly, Medicare must be counted 
as one of the department’s most suc- 
cessful programs. This review traces 
the situation of the elderly before 
Medicare, measures the achievements 
of the program, assesses its shortcom- 
ings and suggests some directions for 
its future. 

In retrospect, the past is often en- 
dowed with a virtue and simplicity it 
never possessed. I doubt, however, 
whether any of the nation’s elderly 
have any nostalgia for their health 
care situation prior to 1966 when the 
Medicare Program became opera- 
tional. The majority of the elderly, 
quite simply, were without any com- 
prehensive health insurance protec- 
tion. While private insurance was 
making a substantial effort in this di- 
rection, the problem was clearly too 
immense for its resources. 

Except for hospital insurance—and 
even that was inadequate by today’s 
standards—the elderly were essen- 
tially dependent upon their meager 
savings, the generosity of their chil- 
dren, the charity of hospitals and 
physicians, and in more cases than it 
is pleasant to remember, upon the 
charity of society under state and 
local programs in which the elderly 
sacrificed a measure of dignity in re- 
turn for a measure of help. 

There is no way in which an objec- 
tive observer can discount the pro- 
found change for the better which has 
occurred under Medicare, The fact 
that Medicare, in its first 11 years of 





Bill S. Byrd, director of Medi- 
care’s Professional Relations Staff, 
has been an executive with the Medi- 
care Program since its inception. 


by Bill S. Byrd 


operation, has paid out over 100 bil- 
lion dollars for health care services 
simply has to be entered into the equ- 
ation in assessing what this program 
has meant to the elderly and to the se- 
verely disabled, to whom Medicare 
was extended a little over four years 
ago. 

But there is another aspect of health 
care which Medicare has brought 
within the reach of the elderly and the 
disabled which is not disclosed by 
dollar amounts. This is the types of 
health care to which those under Med- 
icare now have access. While Medi- 
care is by no means an all-inclusive 
health insurance program, it is 
nonetheless very comprehensive. 
Prior to Medicare, it was a very for- 
tunate American, of any age, whose 
health insurance protection covered 
much more than inpatient hospital 
care, surgical care, physician services 
in connection with a hospital stay and 
outpatient hospital services on an 
emergency basis. 

Coverage for home and office visits 
by a physician, outpatient clinic serv- 
ices, post-hospital services in a 
skilled nursing facility, home health 
agency services, the rental or pur- 
chase of durable medical equipment, 
and independent laboratory services 
were ingredients only of the better 
private health insurance plans avail- 
able to a very few Americans through 
group health where they worked. In 
this respect, Medicare’s inclusion of 
this wider range of benefits not 
merely provided the members of the 
Medicare program with a more com- 
prehensive set of benefits than they 
had previously enjoyed—but it also 
established a minimum set of benefits 
which are increasingly becoming 
standard among private health insur- 
ance offerings for the American pub- 


lic as a whole. 

There is another element of access 
which should be mentioned— 
timeliness. The two factors just 
mentioned—the reduction of financial 
barriers to the use of health services 
and the variety of benefits offered— 
do not merely affect the over-all use 
of health care services. They, most 
importantly, encourage early attention 
to health problems. 

The risks of deferred medical care 
are great in any age group. Particu- 
larly among the elderly, however, 
early diagnosis based on preliminary 
symptoms can be of critical impor- 
tance in preventing irreversible 
damage. 

There is another major area in 
health care delivery to which Medi- 
care has made significant—and little 
noted—contribution: the quality of 
services for Medicare beneficiaries. 
In order to participate in or be reim- 
bursed by Medicare, hospitals, skilled 
nursing facilities, home health agen- 
cies, independent laboratories, outpa- 
tient physical and speech therapy pro- 
viders, and ambulance services must 
meet health and safety standards 
which, in many respects, exceed what 
was required by state and municipal 
licensing authorities. 

Under the impetus of Medicare 
standards, thousands of health care 
providers have added services, over- 
come health hazards, particularly in 
the area of fire safety, achieved a sig- 
nificantly higher proportion of accre- 
dited members among their para- 
professionals and technical staffs. And 
through the financial support afforded 
by the program, were able to 
promptly implement the high stand- 
ards made mandatory by the program. 

But Medicare is not a saga of total 
success. There are a number of prob- 








lem areas which are not unique to 
Medicare, but common to all health 
insurers. 

The first of these problems, of 
course, is rapidly escalating costs. 
One can hardly open a newspaper 
these days without reading about peti- 
tions from private health insurers for 
increased premium rates. It has be- 
come an almost annual or even a 
semi-annual event. 

In Medicare’s first full year of 
operation—in fiscal year 1967— 
benefits totaled $3.2 billion. In fiscal 
1977, which ended September 30th 
last year, Medicare benefit payments 
amounted to $21 billion—nearly a 
seven-fold increase. It is true that part 
of the increased costs over the last 
four years are attributable to the in- 
clusion of nearly three million dis- 
abled beneficiaries in 1973. But even 
with adjustments for that, the costs of 
the program have multiplied exorbit- 
antly compared to the first year. 

There is a wealth of economic 
theory and a considerable degree of 
dispute over the mix of factors which 
have produced these staggering in- 


tremes of view range from the asser- 
tion that the health community is 
reaping windfall profits from the in- 
creasing use of third-part mechanisms 
to pay for health care services, to the 
position that it is third-party mech- 
anisms themselves, whether public or 
private, which force higher health 
care prices because of chronic under- 
payment. Almost certainly the truth 
lies somewhere between. 

But regardless of the reasons, what 
is happening is a virtual repetition of 
the conditions which existed just be- 
fore Medicare was enacted. Once 
again the elderly, the disabled, and 
the otherwise medically indigent are 
becoming unable to secure adequate 
health care without out-of-pocket 
payments—and these payments are 
growing more and more unbearable in 
relation to their relatively fixed in- 
comes. What is even more signifi- 
cant, with respect to the forces which 
underlie social change, is that the 
great body of America’s middle class 
is becoming increasingly vocal about 
its burden of health care costs. 

The second problem is the matter of 
how health care services are used— 


most particularly, the predominance 
of inpatient hospital services. Meédi- 
care pays a little over 70 percent of its 
total benefits for that one service. 
When you add to that the cost of the 
hospital visits by physicians and the 
costs of other medical services as- 
sociated with a hospital stay, the 
Medicare payments for inpatient hos- 
pital care and medical care approxi- 
mate 80 percent. In the current fiscal 
year, the dollar amount involved will 
be close to $20 billion. 

The unavoidable question is 
whether we may not have tradi- 
tionalized inpatient hospital care at an 
extremely high cost while neglecting 
to use alternative levels of care which 
are less expensive, frequently more 
medically appropriate and often more 
convenient to the patient. It is well 
documented that when a health insur- 
ance program covered inpatient hospi- 
tal care but did not cover alternative 
care, there was a powerful incentive 
to place an insured patient in the 
hospital. 


With the advent of Medicare and 
the increasing tendency of private in- 
surance to enlarge coverages to in- 
clude alternatives to hospital care, 
this incentive has been measurably 
reduced. As a matter of fact the aver- 
age length of hospital stay by Medi- 
care beneficiaries has been reduced 
by more than three days since the be- 
ginning of the program—and recent 
studies of non-Medicare patients have 
also shown a_ progressive decline of 
hospital stay. 


There are substantial savings in this 
trend without loss of quality in patient 
care. It is a trend which Medicare— 
and all other health insurers—must 
reinforce. We have too substantial an 
array of hospital alternatives now 
available to us to accept—and pay 
for—hospital admissions when outpa- 
tient diagnostic services would be ap- 
propriate. In addition we must not 
accept—and pay for—extended hospi- 
tal stays when skilled nursing facility 
care or care from a home health 
agency would be entirely appropriate 
for convalescent care. Moreover, with 
the growth of the ambulatory surgical 
centers and the promising concept 
where the patient receives institu- 
tional services during the day and 


spends his nights at home, we have 
additional avenues of recourse. 

The central figure in achieving a 
better use of non-hospital resources is 
the prescribing physician. It is the 
physician who chooses the location of 
care, the type of care to be furnished 
and the duration of that care. The 
physician, in short, directs the flow of 
the great bulk of goods and services 
delivered by the health care industry. 

Last year most of the more than 
$140 billion spent for personal health 
care services was the result of the 
choices made by physicians. The 
power to control expenditures of this 
magnitude imposes a corresponding 
responsibility not to sacrifice quality 
of care in the interests of economy 
but, certainly, to take economy into 
account in delivering quality care. 


One of the legacies of Medicare is 
that this program established—once 
and for all—that the Government and 
the health community can work to- 
gether very effectively. It is still as- 
serted, from time to time, that Gov- 
ernment and medicine cannot mix 
without detriment to medicine. After 
11 years of Medicare, I do not see 
how that can be said with any 
conviction. 


As in any partnership in so complex 
an enterprise there can be differences 
of opinion, but it is a mischievous 
thing to exaggerate them out of pro- 
portion and to portray dialogue as if it 
were dissension—or to create the 
image of confrontation, when what is 
occurring is consultation. In the area 
of health, public policy and profes- 
sional practice are now partners—and 
very able partners, in my view, as 
demonstrated under Medicare. The 
achievement of our common goal—to 
keep improving the American health 
care system and to assure the unim- 
paired access of the American public 
to that system—is only possible if we 
build that partnership into the truly ef- 
fective instrumentality it can poten- 
tially become. There is simply no al- 
ternative to strengthening this 
partnership—neither Government 
alone nor the health field by itself can 
do what needs to be done. 
Together—in a relationship of mutual 
respect—I see no possibility of 
failure. a 
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Trends in Inpatient Admissions 
in Short-Stay Hospitals 
for Medicaid Patients 65 and over. 


The initial impact of Medicare was greater use of short-stay hospitals by the 
aged with a more gradual rise after 1969. Data show that while the rate of hos- 
pitalization has been rising steadily between 1967 and 1976, the average length 
of stay has declined significantly. 
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